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Increase Your Loa 
by Getting Behind these 
rae FILEX Promotion: 


Now is the time to start your 1938 drive for 
load. For your first campaign use these pace | 
setting Silex Specials: 


The Anyheet Control with a Silex Jr. model 
and a FREE black buffet tray to match—_ 
an ultra special at $5.95 (the red models 
$6.25) six or eight cup. 


The six or eight cup Silex Jr. model with 
matched buffet tray FREE—a $5.45 value 
for $4.95 [in black}—a $5.90 value for 
$5.25 [in red). 


Backed by national promotion and national 
advertising these load builders are “naturals” 
for your campaign. 


Whether you merchandise or not Silex has a 


plan to make these promotions build load on — 


your line .. . write for it today. 


All Silex glass coffee makers have Pyrex brand glass, guaranteed against heat 
breakage. Electric table models are listed at $4.95 up. There is only one ALEX 
Brewing completed without removing glassware from stove. 


THERE IS ONLY ONE 


ihe X 


TRADE MARK REGISTERED US PAT OFF 
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STOLEN 


Many Valuable Hours and Hundreds 
of Dollars from Utility Operators 


Just as though a gang of 
hieves entered your garage— 
br stopped your trucks on the 
oad—and stole your tires— 
idewall breaks in truck tires 
ake a terrific toll of time and 


oney. 


The sidewalls represent the 
‘Failure Zone.” 
bineers discovered, that eight 


It is here, en- 


but of ten premature failures 
bccur. Often tires must be 
aken out of service thousands 
f miles before their time be- 
ause they fail in the sidewall 
png before the tread is worn. 


— 


PLYFLEX 


“ee a 
Triple Protection 
Brings Big Savings 

Sidewall failures seldom oc- 
cur in Goodrich Silvertowns 
because these tires are é¢riple 
protected. Statistics show that 
Triple Protection checks 80% 
of all premature failures. It 
not only gives your tires this 
extra protection but it pre- 
vents a big cause of blow-outs 
and at the same time cuts down 
road delays. 


How Triple Protection Works 


. PLYFLEX — distributes 
stresses throughout the tire 
—-prevents ply separation 
—checks local weakness. 

. PLY-LOCK—protects the 
tire from breaks caused by 
short plies tearing loose 
above the bead. 


3. 100% FULL-FLOATING 
CORD—eliminates cross 
cords from all plies—re- 
duces heat in the tire 12%. 


. 


Here’s the amazing part 
about this amazing tire. Al- 
though it costs us more to 
make it costs you not one cent 
more than other quality tires. 


Why not get acquainted 
with these new Goodrich 
Tires now? There are over a 
hundred types and sizes. But 
there’s one type—one size— 
that will help stop waste in 
your fleet. 


The local Goodrich dealer 
can find that particular tire 
with “The Truck Tire Cal- 
culator,” a scientific device 
which selects the proper tire 
combinations, gives actual 
costs for the life of the tire 
and shows you how much you 


can save, 


Call the Goodrich dealer for 
further details or write direct 
to The B. F. Goodrich Com- 
pany, Akron, Ohio. 


00 drich™ w4Silvertowns 


PECIFY THESE 


NEW in TIRES FOR TRUCKS AND BUSES 
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ILOSTATIC is not offered as a gen- 
O eral substitute for the usual type 
of conduit construction in which distri- 
bution and transmission circuits are car- 
ried beneath busy city streets. Rather, it 
is offered as a reliable, rugged and flex- 
ible underground cable construction 
capable of effecting large savings in 
appropriate applications. 


In open country and for many routes 
approaching heavy load centers it can 
often compete with overhead line con- 
struction. It is particularly applicable 
where overhead construction would in- 
volve high right-of-way costs and where 
there are physical conditions adverse to 
towers or pole lines. 


OILOSTATIC will solve perplexing 
problems that may arise in connection 


ON, 
Sea. 


THE OKONITE COMPANY 
PASSAIC, NEW JERSEY 





with electrification projects, tunnels, 
bridges, railroad embankments, high- 
ways, airports, parks and golf courses; 
or in crossing swamps, rivers, lakes and 
bays. 


Distinctive features of OILOSTATIC: 


NO DUCTS. NO LEAD SHEATH. NO 
VOIDS IN THE INSULATION. 
HIGHER DIELECTRIC STRENGTH. 
GREATER INSULATION STABILITY. 
HIGH CURRENT CARRYING CAPAC- 
ITY. NO PRACTICAL VOLTAGE 
LIMITS. 


Two OILOSTATIC installations, one at 


132 ky. and one at 66 kv. are already in 
successful operation. 


Our engineering services are always 
available. Inquiries on specific projects 
are invited. 


THE OKONITE-CALLENDER CABLE COMPANY, INC. 
PATERSON, NEW JERSEY 





OILOSTATIC 


(Reg. U. S. Pat. Off.) 


TRANSMISSION SYSTEM 
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Ring out, wild bells, to the wild sky, 
The flying cloud, the frosty light. 

Ring in the valiant man and free, 

The larger heart, the kindlier hand; 
Ring out the darkness of the land; 
Ring out the old, ring in the new, 

Ring, happy bells, across the snow! 

—Tennyson 


A” ER the past week of self-examination 
and review, such as is customary on the 
eve of a New Year, it would be quite easy for 
all of us to deliberate ourselves into a pro- 
found depression of spirit as well as finance. 
There is no denying that there are plenty of 
things to worry about if we have a mind to 
do so; plenty of things wrong with the old 
world and “gettin’ no better fast,” as the late 
Bert Williams used to say. 


But while self-examination and moral in- 
ventories are good for the soul, and while it is 
well to ask of our past hours what report 
they bore to heaven and how they might have 
borne more welcome news, there comes a 
time when such meditation is no longer prof- 
itable if we are to remain active citizens of 
this world. Such a time is surely at the stroke 
of midnight of December 31st, when we should 
fling away our wintry garments of repentance 
and thenceforth take our bearings with rose- 
colored binoculars. 


Wauat’s wrong with the world, after all, 
that time and fair fortune cannot repair in 
passably good shape? A depression which 


ERNEST R. ABRAMS 
Will the REA loans ever be paid back? 
(See Pace 14) 2 
JAN. 6, 1938 


tries the souls of the rich and the stomachs 


of the poor? Perhaps, but we know conclu- 
sively that it can’t be as bad as in 1929 when 
we had a rotten credit structure, surplus in- 
ventories, and all that sort of thing. And how 
can we have another depression when we 
haven't finished paying for the last one? 


Does a do-nothing Congress worry us? 
Well, isn’t it at least better than the Charlie 
McCarthy type of Congress we’ve been hav- 
ing? Anyway it’s more democratic. Taxes 
are going up but so also is the people’s politi- 
cal sales resistance to wild government spend- 
ing and that is some gain. Wars in China and 
Spain are gpobably nearing their close. Not 
to everyone’s satisfaction, perhaps. But peace 
at any price is necessary to a resumption of 
iment trade activity and the recent re- 

our ambassadors shows that 
Uncle ag Sy still has a healthy Yankee itch to 
be in on the ground floor. 


WHEN we think along these lines we are in- 
clined to be a little bit out of patience with 
the carping Jeremiahs who have held the floor 
so long. They may speak with the wisdom of 
the ages but if everlasting doom is the theme, 
who wants to listen? As the small boy said 
after listening from the Senate gallery to a 
halting, rambling speech by a filibustering 
statesman: “I’m glad I ain’t so smart, cuz 
then I can’t fergit so much.” 


AND so it is with this suggestion of a more 
hopeful and forward looking viewpoint that 
we welcome the New Year of 1938 and wish 
to all of our readers and friends peace of 
mind and progress through the entire twelve 
months of it. It is apparently in this same 
spirit that Francis X. Wetcu, of our edi- 
torial staff, has written our annual “outlook” 
article, which purports to tell what’s ahead 
for the utilities as seen from the lookout point 
here in Washington, D. C. And if it seems 
to you that Mr. WeLcH writes with more hope 
than realism, just compare the present situa- 
tion with the prophecies by the same author 
one year ago. A check on this appears on 
page 13 of this issue. 


* 


AX Airs of agriculture appear to be moving 
closer and closer toward the utility pic- 
ture (or vice versa) these days. Rural elec- 
trification, of course, is the obvious but hardly 
a new point of contact. The miure, Wal testi- 
mony of Secretary of  hagaeees allace 
before the House committee considering the 
Mansfield bill to create Federal regional plan- 
ning authorities was a more recent example 


of this general trend. 
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Metameter Transmitter at distant Any simple two-wire circuit 
point where pressure, flow, liquid 
level, temperature, voltage 





measured 





or current is‘to be 


Now... METAMETER offers 
a SIMPLE, LOW-COST way 
of long distance measuring 


You really will be surprised —and pleased —at 
the simplicity of Bristol’s Metameter System. 
A transmitter at the distant point, a recording 
receiver at headquarters, and a simple two-wire 
interconnecting circuit—that’s all there is to it. 


The large 12 inch receiver chart records every 


fluctuation of the quantity being measured — 
the instant it occurs—even hundreds of miles 





away. In this way you can have before you a 
continuous uninterrupted 24 hour record of 
pressure, liquid level, temperature, flow, motion, 
voltage or current. 

When writing, ask for Bulletin 424W. 

THE BRISTOL COMPANY, WATERBURY, CONN. 
Branch Offices: Akron, Birmingham, Boston, Chicago, Detroit, Los Angeles, 
New York, Philadelphia, Pittsburgh, St. Louis, San Francisco, Seattle. 


Canada: The Bristol Company of Canada, Limited, Toronto, Ontario. 
England: Bristol's Instrument Company, Limited, London, N. W. 10 


BRISTOLS 


TRADE MARK AEG. U.S. PAT. OFF. 
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PAGES WITH THE EDITORS (Continued) 


COLLATERALLY, we learn from inquiries that 
the telephone industry, particularly the inde- 
pendent telephone industry, which is engaged 
largely in rural and semirural service areas, 
is watching with great interest the progress 
of the crop control bill now undergoing such 
a troubled course in the Congress. The reason, 
of course, is that such a bill may have a vital 
effect on rural cash purchasing power during 
the coming months and that, in turn, has a 
direct effect on the telephone business in the 
more open spaces. In truth, these are the days 
when the farmer really “goes to town” for 
utility service and in many instances the name 
of the town is Washington, D. C. 


Ernest R. AsraAMS, noted New York finan- 
cial writer, who surely needs no further in- 
troduction to ForTNIGHTLY readers, has at- 
tempted in this issue to analyze the latest 
figurative march on Washington by the 
brethren of the soil. His specific subject is 
rural electrification, but it is interesting to 
note that the Washington-wise farmer groups 
don’t take the Treasury by a bold frontal at- 
tack. The initial invasion is by way of promis- 
sory notes and other evidences of indebted- 
ness. After that it is Uncle Sam’s problem 
to try to get his money back. This is simply 
Mr. ABRAMS’ own opinion, of course, and in 
a forthcoming issue we expect to have an 
able defense of the rural electrification poli- 
cies of the present Federal administration. 


¥ 


— about the farm bill and things 
agricultural reminds us of the amusing 
suggestion about the genesis of the pending 
farm bill, contained in Amos Pinchot’s hi- 
larious allegory of the New Deal recently 
related in an address given in New York as 
“The Story of the Good Griffin and the 
Wicked City.” Here are Mr. Pinchot’s own 
words: 


This Secretary of Agriculture was proba- 
bly the most intellectual of all the intellec- 
tuals in the kingdom. He lay down on his 
back, with his feet in the air, covered his 
face with his hands, and went into a deep 
trance. When he awoke, he said to the 
Griffin: “We will do three things: 

“First, we will take forty million acres 
of farm land out of production. And this 
will help the poor, and especially the share 
croppers and farm workers, black and 
white, to whom I am deeply attached. At 
the same time we will hold a great agri- 
cultural fair and give prizes to the farmers 
who raise the worst crops, the smallest 
pumpkins, and the littlest pigs. 

“Second, we will promise the people that 
no one will want for anything, and 

“Third, we will give them cook books 
which will tell them how to prepare 
promises so that they can live on them with- 
out losing weig ht.’ 

“Splendid,” said the Griffin. “I have made 
and eaten promises myself, and they’re ex- 
cellent when properly cooked.” 
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J. S. MOULTON 


California utilities have practiced power 
pooling for years. 


(SEE Pace 22) 


J S. Moutton, author of our concluding 
* article in this issue, is a Yale grad who has 
been connected for the past sixteen years with 
the system of the Pacific Gas and Electric 
Company, serving as executive engineer for 
affiliated companies, and more recently as vice 
president and assistant general manager of 
the parent concern. His intimate knowledge 
not only of power interchange in California 
and the many negotiations which established 
the basis for such interchange, but also of 
rate and regulatory matters, gives him unusual 
qualifications to write on the subject “Why 
That Power Pool Talk?” 


¥ 


Ane the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


A reorganization plan for a holding com- 
pany and its subsidiary has been approved by 
the Securities and Exchange Commission as 
tending to facilitate the eventual integration 
of utilities although not in itself resulting in 
complete compliance with the Holding Com- 
pany Act. (See page 1.) 


Uniformity of street car and bus fares and 
the use of tokens are the subject of a decision 
by the District of Columbia commission. (See 


page 26.) 


THE next number of this magazine will be 
out January 20th, 


‘, tee 
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SORRY TO KEEP YOU 
WAITING, MR. JONES... 
I'D BETTER CALL YOU BACK 


LO 


y 


a 


. one customers good will 


T doesn’t take much to make a cus- 

tomer turn against you. He’s always 
ready to believe that you don’t know 
your own business. 
15 YEARS EXPERIENCE OFFERED TO YOU 
The handling of all customer contacts is 
one of the many vital problems Reming- 
ton Rand is prepared to help you solve. 
A specialized Public Utility Department 
offers a wealth of experience unmatched 
by any other organization in the world. 


SERVICE TO CUSTOMERS SPEEDED UP 
Remington Rand can speed up the han- 
dling of customer contacts for you—and 
at the same time reduce this part of your 
operating cost. Your record procedure 
and office layout will be coordinated for 
complete, immediate answering of any 
questions a customer asks, whether he 
phones or calls in person. For example, 
Remington Rand methods produce dupli- 
cate bills in 30 seconds or less—ordinarily 
a six to ten minute job. And instead of 
the usual 8 to 12 minutes, one minute is 
the maximum time for gathering full 

data on “high bill” complaints. This 


kind of speed is what eliminates conges- 
tion on your busy days. 


INCREASES CONFIDENCE— IMPROVES 
MORALE 

Remington Rand customer contact meth- 
ods enable your employees to act quickly, 
intelligently and decisively. Responsi- 
bilities are made clean-cut and definite, 
Employees have at their fingertips all the 
information they need. 


NO INCONVENIENCE IN CHANGE-OVER 
Remington Rand’s recently enlarged 
force of specialists can study present 
methods, suggest changes if needed, 
establish practical working standards, 
and train your employees, all without 
upsetting normal office routine. 


PHONE OR WRITE FOR PROOF 
Hundreds of utility companies have im- 
proved all operating phases and cut costs 
by calling in Remington Rand. Let us 
prove what we've done for them by pre- 
senting actual names, facts and figures to 
you. Phone our local office in your city or 
write Remington Rand Inc., Public Utili- 
ty Division, Dept. U-511, Buffalo, N. Y. 


ok-it ‘Remington Rand 
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BETTER CONTROL 
THAN EVER—— 





OVER WINCH LINE LOADS 
WITH A VACUUM CLUTCH WINCH 


NEW AMERICAN SERIES 75 CB WINCH gives 
positive control and flexibility of operation under all con- 
ditions. It is designed for greater capacities and ample 
allowance is made for intermittent overloads. 


A VACUUM CLUTCH AND FREE DRUM BRAKE 
is operated from the dashboard. The driver no longer 
reaches through the cab window to levers on the winch. 


The POSITIVE LOCKING CLUTCH will not disen- 
gage while there is a load on the line. 

An AUTOMATIC WORM BRAKE insures positive 
irreversability at all times. 

And in addition, it has adjustable hangers and a re- 
movable shaft extension. Its tubular cross supports re- 
duce the strain on the frame and prevent tilted I beams. 











The American Series 75 CB Winch presents a new departure in winch design. 
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Remarkable Remarks 


“There never was in the world two opinions altke.” 





—MONTAIGNE 





“Government is the cheapest thing we buy, but we do a 
not price it right.” 


° 


“Electricity is like a tax. If you reduce that tax, you're 
helping people to live.” 


* 


“Business is capitalism’s reservoir. When the reservoir 
dries up, the drought is universal.” 


> 


“We often hear it said that taxes are painful. I am not 
sure but that taxes should be painful in order to make the 
people tax conscious.” 


> 


“We will insist that congressmen and legislators who 
represent city workers must vote with the farmer repre- 
sentatives, to protect farmer interests.” 


> 


“Our [Detroit Edison Company] rates are now so low 
that ninety-nine out of each one hundred possible custom- 
ers use our service now for their needs.” 


* 


“Reproduction cost is at best the estimate or guess of an 
engineering firm, subject to change the next day, usually 
made by professional engineers either for the utility or) 
for the consumers and not in the Common interest of — 
both.” Po 


¥ 


“TI wouldn’t object at all to an increase in public utility 
taxes if the money came out of the profits of the utilities,- 
but it’s a camouflage to pretend to tax the utilities when” 
you are only using them as a collecting agency to bleed 
the public.” 


¥ 


“Whatever danger there may be to the property and 
profits of the many, if there be any danger, comes not 
from government’s attitude toward business but from 
restraints now imposed upon business by private monopo- _ 
lies and financial oligarchies.” 


12 
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REMARKABLE REMARKS (Continued) 
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“The trouble with President Roosevelt is his continu- 
ing failure to surround himself with a sufficient number 
of yes-men. He spends far too much time in listening to 
people who are in opposition to his policies.” 


¥ 


“Today all industries need to work together to solve 
common problems. This is especially true of those in the 
gas and electric utility business. Fighting among our- 
selves will only confuse the public, lower earnings, alarm 
our investors, and hurt the market for our securities,” 


> 


. Service is better under commission regulation than 
it would be without such regulation; it is generally more FS 
economical; there is less discrimination between sections % 
and persons; the industries are more stable; both the ~ 
owners and the public are afforded a higher degree of 7 i 


protection.” 


¥ 


“In big business a first-class executive can lose a for- 


tune in six months; a farmer must be content to spread 
his losses over a lifetime, but he gets meanwhile the fine 


open air life, the smell of the cattle, and that nearness to | 
the soil which doctors tell us is the next best thing to $ 


actual burial.” 


¥ 


“One of the most detrimental of myths in the folklore — 
of capitalism is the personification of corporations. This ~ 
personification has given the corporation all the dignity 
and freedom of an individual trader, with the result that 
any attempt on the part of the government to regulate ~ 
these organizations has been attacked on grounds that it 


contraverted individual liberty.” 
* 


“Reservoirs can be used for hydroelectric power and 


for irrigation. They can also be used for reducing 
by floods, just as gas can be used for heating a house or 


for making ice cream in a refrigerator. But it is just as _— 
fallacious to claim that the same reservoir can be used — 
for all three purposes as to claim that the house furnace ~ 
can make the ice cream or the refrigerator heat the © 


house.” 


¥ 


“Except in situations arising under the Public Utility , 


Holding Company Act, where the Federal government is 


appropriately concerned with the use of the holding com- — 4 
pany device in far-flung utility enterprises, our commis- — 
sion is without discretion to pass upon the quality of the — 
security which is offered to the public, its function being : 


limited to requiring the adequate disclosure of facts 


sential to the exercise of intelligent investment judgment." 





Combustio 
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ODERN Roiler, Fuel Burning 
and Related EGuijzment 


For unit capacities from 1000 
to 1,000,000 Ib of steam per hr 


C-E& TYPES 
BENT TUBE—multi-drum, four-drum, three-drum, two-drum 
STRAIGHT TUBE—sectional header, box header (cross drum ond 
long drum) 
BO LE RS FIRE TUBE—brt, vertical, internally fired, locomotive type 
MARINE—sectional header, bent tube 
WASTE HEAT—straight tube, bent tube, fire tube 


(C-E Boilers include all types known by the trade names Heine, Walsh- 
Weidner, Casey-Hedges, Ladd and Nuway) 








C-E TYPES 
various designs suitable for any superheat requirements and applicable 
to any type or size of water tube boiler; also a girth type for hrt boilers. 
Known by the trade nome Elesco. 





C-E TYPES 
UNDERFEED—multiple retort, single retort (five designs) 
CHAIN GRATE—(three designs) 
TRAVELING GRATE—(two designs) 
(C-E Stokers include all types known by the trade names Coxe, Green, 
Type E, Type K, and Skelly) 





C-& TYPES 
both direct fired and storage systems and a variety of designs of mills, 
burners, feeders and related equipment, including those known by the 
trode names Raymond and Lopulco 





C-E TYPES 
both dry bottom and slagging pulverized fuel furnoces as well as 
extended surfoce and plain water-cooled wall constructions. 





C-E TYPES 
regenerative, plate and tubular air heaters; continuous loop and flanged 
joint types of fin tube economizers. Lotter known by the trade name 
Elesco. 





C-E TYPES 
suitable combinations of boiler, fuel burning and related equipment 
for any fuel and for capacities from 1000 to over 1,000,000 Ib. of 
steam per hr. Also complete units of stondard design known by the 
trade names C-E Steam Generctor, Type VU, and Combustion Steam 
Generator. 


Combustion Engineering Company, Inc., 200 Madison Ave.,New York » Canada: Combustion Engineering Corp Ltd.. Monty 


COMBUSTION ENGINEERING 
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Setter PRODUCTS... 
because CITIES SERVICE knows your problems 








lu Service engineers, backed by 74 years of practical 
lubrication experience, are concentrating their efforts daily 
on solving the various lubrication problems with which in- 
dustry is faced. 

Wherever moving surfaces come together, no matter what 
the speed or load, Cities Service can recommend authorita- 
tively the correct lubricants to use. Whether you need heavy 
greases for massive gears or the lightest of oils for delicate 
precision machines, Cities Service is ready to fill your every 
need. 


Cities Service engineers will be glad to discuss your lubri- 
cation problems with you. 





¢*$¢¢4 4 4 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 


Cities Service Radio Concert every Friday evening, 8.00 P. M. Eastern Standard Time. 
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Wagner DISTRIBUTION 
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KANSAS ELECTRIC 
POWER COMPANY “| 








Two Steam Generators capacity, ib. per hour 
Interesting features of the Lawrence Pressure, lb. per sq. in 

plant steam generators include: Ability Prchesebabane ena 500° F. 

to follow loads fluctuating between 10,000 piue gas temperature ........ 375° F. 

Ib. and 60,000 lb. of steam per hour; by- Natural gas and fuel oil 

pass control of final steam temperature; a } 

completely water cooled furnace and pro- FOSTER WHEELER 

vision for changeover to pulverized coal CORPORATION 

firing with minimum alterations. 165 BROADWAY, NEW YORK, N. Y. 


FOSTER W WHEELER 
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HE DESERVES MAXIMUM EYE PROTECTION 





and That Means—SUPER-DREDNAUT GOGGLES 


With Super-Drednaut Deep Curve Lenses 


and Non-Rubber Headband 


He deserves the best eye protection that money can buy. Fortify him against possible 
serious eye injuries by supplying him with Super-Drednaut Goggles, fitted with deep 
‘urve or Toric-Form lenses that provide greater strength, greater resistance to hard 
blows than any other form of lens—in short, a Goggle that provides MODERN and 
[AXIMUM eye protection. 
Super-Drednaut Goggles are further equipped with our Non- 
Rubber Headband, which provides greater comfort to the 
wearer. It cannot be injured by over-extension— 
will not stretch out of shape—stays adjusted for 
keeps and is not affected by perspiration, oil or 
grease. 
You can have all the well known features of 
Super-Drednaut Goggles plus the exclusive ad- 
vantages of the Super-Drednaut Non-Rubber 
Headband at no increase in price. 
Order a Super-Drednaut ensemble now and see 
your men go for it. 


THE SAFETY EQUIPMENT SERVICE COMPANY 


Buel W. Nutt, President 1228 St. Clair Avenue; Cleveland, Ohio 
Manufacturers of a Complete Line of Accident-Prevention Equipment 
Write for general Catalog No. 10-U 
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KINNEAR 


STEEL ROLLING 


DOORS 








BUILT FOR ANY 
SERVICE PURPOSE 


Like a tailor made suit! Every Kinnear 
Door is especially made for the individual 
job. When a bid is requested, experienced 
door specialists design a door’ best suited 
to the conditions. After the order is re- 
ceived trained workmen will accurately 
build the door to the exact specifications. 
This means that regardless of the job— 
from large power project to small resi- 
dence garage—you can sublet the job to 
Kinnear and be perfectly satisfied. You 
are assured an unbiased recommendation 
and the cooperation of a nation-wide or- 
ganization. 





Push-button door control is 
a means for even further 
door economies. 





Increased operating costs and reduced rates 
have made it necessary to put every possible 
economy into effect . . . such as the savings 
made possible by Kinnear Doors. Coiling in 
a small space above the opening and rolling 
upward with the convenience of a window 
shade, they occupy no usable floor or wall 
space and are out of the way where trucks, 
wind, etc., cannot harm them. They open 
or close easily the year around. Never sag, 
stick or bind. And being all steel they will 
withstand the “gaff” of extra years of hard 
use. Write for details. 


The KINNEAR Mfg. Co. 


2060-80 Fields Ave. Columbus, Ohio 


INNEAI 


ROLLING DOOR: 
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Embracing several wholly new develop- 
ments, Baker Steel Line Body No. 1480, 


Line Construction and Mainte- 
shown above, marks a far step ahead 


nance Bodies; Light, Medium and 


Heavy Duty « Telephone Instal- : : : Hy 
ee cod inikee iar an in line body design. Its exclusive fea- 


Splicer Trailers » Pole and Material tures, never before available, afford 


Trailers » Aerial Ladder Units : : 
Winches and Power Take Offs « substantially greater efficiency, higher 


sheets) ig safety and improved appearance. 

You will find these new features 
highly important in considering your 
line body requirements for 1938. Write 
for catalog and complete information. 
THE BAKER-RAULANG COMPANY, 
Body Division, W. 80th St., Cleveland, O. 
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EVEREADY 


TRADE MARK 


INDUSTRIAL 
FLASHLIGHT 


“Built for Rough Treatment’’ 


The “Eveready” Industrial Flashlight is built 
for ROUGH treatment. The entire outer casing 
is made of heavy fibre reinforced inside by 
brass parts to help withstand severe service. 
The lens and lamp are protected by a special 
cushioning which softens the hardest impact. 
This flashlight has no exterior metal parts and 
it is completely insulated for working around 
“hot” wires, and therefore prevents shocks and 
short circuits. The casing will not dent andis not 
affected by oils, grease, gasoline, alcohol or other 
solvents and does not deteriorate with age. 

The moulded slide switch is positive in opera- 
tion and slides “on and off” easily. The whole 
assembly can be readily taken apart and put 
together without tools, Particles of grit cannot 
cause trouble. 


TO REMOVE: Slide the switch “A” to the “on” position and hold it 
firmly against the tube with the thumb. Insert longest finger of right hand 
in tube and press brass contact strip “C” directly in front of lug “B”. This 
pressure releases the latch and the strip will slide out. 

TO REPLACE: Hold flashlight as shown and press the switch “A” in 
the “off” position, holding it firmly against the tube. Insert brass contact 
strip “C” with the small raised latch piece “D” on the top, Push it through 
the slot in the first lug “B”. Press down on the slide to flatten the “bow”. 
This pressure will lift the end so it may be pushed in through the second 
lug. Continue to push forward until a distinct click is heard. Then the 

















NATIONAL CARBON COMPANY, INC. 
General Offices: New York, N. Y. + Branches: Chicago, San Francisco 
Unit of Union Carbide [Ij and Carbon Corporation 
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»»- since Electricity. came 


=? 


to Dinsmore’s @ 


They're still marveling at the way those power lines 
went up. Diggers and pole setters moving rapidly across 
country; wire-stringing crews on the job a few days later. 
And, presto, this once isolated section of rural America 
has electricity! 

That’s the way it goes when you're building a line with 
A.C.S.R. Up quickly and easily, and up to stay. 

Aluminum Cable Steel Reinforced combines in a single 
conductor the light weight and conductivity of Aluminum 
and the strength of an unusually strong steel core. A.C.S.R. 
standards include methods and devices proved by thou- 
sands of tests, by years of actual service. Data of value to 
design engineers and construction men will be supplied 
gladly upon request. ALUMINUM COMPANY OF AMERICA, 
2134 Gulf Building, Pittsburgh, Pennsylvania. 


FOR RURAL LINE 
FOR POWER TRANSMISSION 
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REMARKABLE Capacity 
EXCEPTIONAL Speed 
OUTSTANDING Beauty | 


combined in this NEW 


ELECTRIC RANGE 


EAUTIFULLY designed two-oven range with 

six High Speed L&H Calrod top units. Ovens are — 
equipped with exclusive “EQUALIZED HBAT” for — 
Better Baking. Two Wilcolator liquid expansion type 
oven temperature controls. Two warming drawers — 
on roller bearings. And many other features for 
convenient, economical quantity cooking. 





Write for complete details 


A. J. LINDEMANN & HOVERSON CO. 


MILWAUKEE, WISCONSIN 








yf 


Nothing Like It for Control Bus or 
Other Floating Service 


OD perwedgeres by Exide engineers for exciter and 
other stationary services, early in the history 
of this Company, the Exide-Chloride Battery has 
been for nearly half a century the choice of con- 
sulting and operating engineers all over the world. 

For floating service no battery has yet been de- 
signed that will give greater satisfaction and life 
with such low maintenance. Write for Bulletin 204 
and learn more about this exceptional time-tried 
battery. 


A 
EX 10 THE ELECTRIC STORAGE BATTERY CO. 
The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


CHLORIDE | 
BATTERIES PHILADELPHIA 


D pave 
g, she 


Exide Batteries of Canada, Limited, Toronto 
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rENTY 
LEN . a poRTABILITY 


Whether the job is tearing costs. A Barco is easily packed in the back of 
p pavements, driving test rods, back-fill Sted a car or the corner of a truck. Low in first cost, 
9, sheeting driving, drilling or cutting . a Barco Portable Gasoline Hammer offers sav- 
lf-contained and self-powered Barco thins 
portant time and money-saving advantages. 
No demolition job is too tough—winter or 
mmer. No costly cumbersome auxiliary equip- formance records on all types of public utility 
ent to block traffic or boost transportation hammer work. 


ings in operation and maintenance that will 
startle you. Ask for complete details and per- 








ARCO MAWUFACTURIANG C 
















1803 W. Winnemac Ave., Chicago, IIL 
im ARCO,” acu 
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PUBLIC UTILITIES EVERY WHERE 
USE DITTO to Help Contro/ Operations 


Every smudged copy, every error in copying, 
every overworked and overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 

Public Utilities everywhere are accurately 
controlling their operations by using Ditto 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 
tories, schedules and the like. In no other 
way can you make copies so quickly and 
so inexpensively, 


» 

















Write today for our new 
book “Copies—Their Place 
én Business.” It tells fully 
just what Ditto is, and 
what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 


















\-F 
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AMERICAN STREET ILLUMINATING COMPANY 


by 59 Years §S 


261 NORTH BROAD STREET, PHILADELPHIA 


* 
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ELIMINATE Expensive, Unsatisfact m ( | 


Methods 


ra E D U C J Danger to the Public from 


properly Backfilled Trench 


Tamp and Backfill Your Trench With One Compa 
Machine— 


The 
CLEVELAND 


TAMPER— 
BACKFILLER 











N O trench job is ever absolutely | 
complete unless it has been thor- 
oughly tamped and the earth re 
placed as tightly and compactly as 
before removal. With hand tamping 
these results cannot be obtained. 
Only by the use of machine-tamp- 
ing can you be sure that your trench is properly tamped and the hazard to 
the Public reduced. 


The Cleveland Tamper-Backfiller is a distinctive, practical machine giving you 
in one compact, mobile unit exceedingly valuable equipment for the two allied 
operations of tamping and backfilling. 


With the use of the Cleveland Tamper-Backfiller, Operating costs are reduced 
and working time materially decreased. You'll find it worth your while to 
investigate this machine. Write today for complete information. 


20100 St. Clair Ave. . Cleveland, 0 
e CLEVELAND | i¢ 
TAMPER-BACKFILLER 
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To supplement your organization . . . to save you the cost of 
breaking in additional linemen . . . to enable you to avoid dis- 
charging new men when projects near completion . . . 

To build rural lines on a production basis at surprisingly low 
costs ... to save you time and trouble as well as money, on 
your extra rural or transmission line construction. 

These are the services Hoosier Crews have been performing 
for 17 years and are ready to perform for you. 





a 


HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 


Canadian Hoosier Engineering Company, Ltd. 
Montreal 


ERECTORS OF TRANSMISSION LINES 
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SINCE MY LAST CALL ON 
HE ABOVE PLANT | FIND” 








typical Beginning of some 25,000 impartial reports of 


Bocony-Vacuum Field Engineers...to guide us in refining 


oils suited to actual Plant conditions: 





TONIGH T— in hotels across the country Because they do—Socony-Vacuum “Cor- 
—Socony-Vacuum Field Engineers are _ rect Lubrication” has saved millions in 
writing their reports! 110 different industries. Improved pro- 
News of what Gargoyle Lubricants did duction. Lowered power, maintenance 
today in service. and oil costs. 


News of new methods. . . problems. The advice of a Socony-Vacuum Engineer 
These hard-boiled facts leave no loopholes. ™&€Y result in surprising economies in your 


Gargoyle Lubricants must meet operating own plant. A word from you will bring 
conditions! him there. 


4 How Socony-Vacuum Engineering Service Can 
Save Money in your Plant: 


1 Curb losses that boost power greater machine efficiency. 


consumpti ' PYSS 
ption and costs 4 Lower lubrication costs. 


2D : 
ecrease maintenance. 4 Help your men find ways to 


\.3 Improve production results by devise important economies. 


SOCONY-VACUUM (2%) see 


CORRECT LUBRICATION INDUSTRY 














71 Years’ Lubrication Experience — the Greatest in the Business 
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ROSE BOWL 


“Tops” in Football! 


he 


Bhi INDIRECT LIGHTING 


““Tops’’ in Good Lighting! 


INDIRECT ILLUMINANT 


With Alzak aluminum per 
manent and efficient reflecton 
Rigidly constructed fixture 
throughout. The reflector is alk 
metal, yet ingenious light-spills 
on exterior, produce opalescet t 
and luminous illusion. Guth 
“York” is one of many Guth In 
direct Lighting Fixture desigr 
Write for further details. 


2615 Washington Blvd. 
St. Louis, Mo. 
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TAYLOR STOKERS 
FURNACES (Wote: | 
| — + “Rrra 


7 Pf) TAYLOR stoker UNITS 























ay 


ih 
Decor 718 ot ag Ne 


INVESTIGATE 
OBSOLESCENCE 


A central station need not be old 
to be obsolete. Engineering ad- 
vancement, not age of equipment, 
decides obsolescence. And obso- 


lescence costs money . . . usually 
much more than making the 
needed improvement. Central sta- 
tions are modernizing with Taylor 
Stokers. We'll gladly tell you how 
and why. 











Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Product: a-e CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO + 


PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUX 
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The Field Performance 
Of This Burnham Gas Boiler 
Equals Its Shop Test 


UST naturally no boiler manufac- 

turer deliberately handicaps a shop 
test. Everything is done under the 
most favorable conditions. If then a 
boiler can in actual field operation, 
equal the shop test, it makes you 
stop and think. 


As a matter of fact the Burnham 
was approved under the new A.G.A. 


requirements, 


There are very definite reasons for 
this boiler’s fine performance. Send 
for Catalog. Get the facts. See for 
yourself, 


Burnham oilerlonporalion, 


IRVINGTON, NEW YORK 
ZANESVILLE, OHIO 


Representatives in All Principal Cities of the United States and Canada ; 




















This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





January 6, 1938 Public Utilities Fortnightly 


—e 
a 
ll 
| 
= 


PORCELAIN PRODUCTS, INC. 
PARKERSBURG, W. VA., U.S. A. 


HI-VOLTAGE INSULATORS —SINCE 1894 











VULCAN SOOT BLOWER CORPORATION 


C ; : 
Du Bois C Pennsylvania 
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PIPE 
STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
— Alloy tool steels made to exacting Goodman Cylindrical Stoppers 

Specifications Bags—Rubber, Canvas Covered 
— Old craftsman methods of indi- Plugs, Service & Expansion 
vidual manufacture Pumps 
— The most rigid inspection and test- Masks 
ing of each plier Brushes 


Tape—Soap & Binding - 
Klein methods are not mass production ° ° ad 


ethods but for a man who demands a j 
paler of Klein quality there is no way to Catalogue mailed on request. 


produce it except the Klein way. SAFETY GAS MAIN STOPPER ( 


& Sons 523 Atlantic Avenue 
veolll Brooklyn, New York 4 


tee 











“THE MOST POWERFUL AND SERVIC nb 

HAND SEARCHLIGHTS— 

WORKLIGHTS— : 
REPAIR CAR ROOF LIGH 


MADE SPECIALLY FOR 
ELECTRIC—GAS—TELEPHONE ‘ 
REPAIR CREWS 


WRITE FOR FOLDER 


MORE IMPORTANT /6 CARPENTER MANUFACTURING 00. 
THAN EVER BEFORE Cambridge, Mass—Cable address “Portalite” 
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THE THRIFT CARRIERS FOR THE NATION 








FOUR GREAT LINES 


of half-ton, 34-ton, 1-ton and 1°2-ton trucks ...5 wheelbase 
lengths... with a wide variety of models to suit your haul- 
age needs ... all of them big, rugged, dependable truck 
units with Valve-in-Head Engines, Perfected Hydraulic 
Brakes and Extra Sturdy Frames . .. designed and buitt 
to give you more miles of service at lowest-cost per mile. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICH 


NOW ON DISPLAY—ASK FOR A DEMONSTRATION 


SEE YOUR CHEVROLET DEALER 











ic AREA AI AOS ES 
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DAVBY LINB CLEARING SERVICE 
* * 
Quick Service 


@ Local 
@ Mobile 
@ Well Organized 


@ Competent 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 


GOOD 
INSULATORS 


(V] 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 


Our product is produced by men 
of the greatest experience to be found 
in the industry. 

Victor made insulators are Goop 
InsULATORS. 





Catalog on request 


Victor Insulators, Inc. 
Victor, N. ¥. 


This booklet tells he 
to TAKE THE “GUESS 
OUT OF AIR CONDITIONIN 


Libis 


Send for your copy 


If you are interested in the present 
and the future of air-conditioning, 
you will be interested in this inform- 
ative, illustrated booklet. 


For this booklet tells how Elec- 
trical Testing Laboratories can help 
you get the FACTS on unit air con- 
ditioners, complete air conditioning 
installations or such component 
parts as fans and blowers, motors, 
condensing units, heat transfer coils, 
refrigerator equipment, pumps, aif air 
filters and control equipment. A 
copy will be sent you promptly on 
request. No charge or obligation. 


ELECTRICAL 
TESTIN 
5 4 LABORATORI 
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RIGHT TYPE 
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SERVICE 
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Somewhere in this broad line of modern. 

highly-efficient Turbine, Centrifugal and 

Reciprocating Pumps is exactly the equip- 

ment you need, no matter what your 

pumping problem. American-Marsh en- “So : 

gineers can help you get results with *NeGement cs “nancial 
UTMOST economy. We have done it ™ainteined 5, eee 

a thousand times beforel Write us for j- e:. eae 
bulletins. "See 


AMERICAN-MARSH PUMPS, INC. 
Centrifugal, Turbine, Steam, and Power Pump: 
BATTLE CREEK .... MICHIGAN 
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RILEY PULVERIZE 


ine central Seal 


Plant after plant in the Public Utility industry has swung to 
Pulverizers .. . definitely establishing Riley as one of the leade 





A few Public Utilities using Riley Pulverizers .,. 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Ord 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D.C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. LouIs CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY * LOS ANGELES ATLANTA — 
COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FUR e 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETT 
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Buckeye Y Ditc ER 


el 11 digs trench 11!/." 
2" wide, depths to 5!/,', 


Hel 12 digs trench 14!/," 
4" wide, depths to 5!/2". 


A/S T... 
fat RATE... Low-cost ditching 


Put a Buckeye Ditcher on the job and you know that the trench 
will be completed on schedule and at minimum cost. No soil 
ORIGINATORS condition short of rock is too difficult and you have available 
of the , the power and the choice of digging speeds that make re- 
markable savings in time. When you buy a Buckeye you are 
WHEEL: TYPE getting a machine into which has gone all the engineering skill 
DITCHER and experience that comes from well over a third of a century 
5 of building trench excavating machines, in use wherever pipe- 

lines are laid, the world around. 


BUCKEYE TRAILER 


r ease in transporting Buckeye Ditch- 
, investigate the advantages of these 
gged, easily loaded trailers—built in 
10, and 15 ton capacities. 


THE BUCKEYE TRACTION DITCHER CO.. 
‘ FINDLAY, OHIO ; 
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ELLIOTT MOTORS have been selected to drive fans and 


pulverizers for the new high-pressure boilers in the Waterside 


Station of the Consolidated Edison Company of New York. 
There are four motors for each of the boiler units. The coal 
pulverizers— two per boiler—will be driven by Elliott 
150-hp., 1200-r.p.m., squirrel cage motors. Forced and in- 
duced draft fans, driven in tandem by the same motor, two 
units per boiler, use the 600-hp., 690-r.p.m., squirrel cage 
motors as illustrated above. 


Elliott motors are designed to the job and built to the high 
E L LI 0 T T standards characteristic of all Elliott equipment which in- 
cludes the broad line of power plant apparatus listed below. 

COMPANY Incidentally, the Waterside moderniza- 


Electric Power Department: ‘ 3 . 
RIDGWAY, PA. tion also includes an Elliott 1,200,000-Ib. 
District Offices in Principal Cities per hr. deaerating feed-water heater. 


L-691 


maelelta k: TURBINE-GENERATORS - MECHANICAL DRIVE 1 NGINES « ENGINE-GENERATOR 


CONDENSERS - MOTOR SENERATORS - MOTOR-GENER 


rER HEATER 


DEAERATING HEATERS ENTRIFUGAL BLOWER a 


EQUIPMENT + STEAM 
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1 mea Rivers and Harbors Congress will convene, Washington, D. C., January 20, 21, 





{ Louisiana. Engineering Society starts convention, New Orleans, La., 1938. 





1, Aupriegn Society of Heating and Ventilating Engineers will hold session, New York, 
. Y., January 24-28, 1938. 





q innova, Fpuae Association will hold meeting, Minneapolis, Minn., January 9 
-27, 1 . 





{ Canadian Electric Association will hold winter conference, Montreal, Quebec, January 
31, February 1, 1938. 





{ National Electrical Manufacturers Association will hold midwinter meeting, New York, 
N. Y., February 7-12, 1938. 





{ Texas Water Works Short School convenes, College Station, Tex., February 14-19, 1938. 








{ American Engineering Council opens annual convention, Washington, D. C., 1938. 








{ Southern Gas Association will hold session, Dallas, Tex., February 16-18, 1938. 





{ Oklahoma Bankers Association will convene, Duncan, Okla., February 22, 1938. 





{ New England Gas Association will hold meeting, Boston, Mass., February 24, 25, ® 
1938. 








{ American Gas Aseptigtion will hold National Industrial Gas Sales Conference, Pitts- 
burgh, Pa., March 7, 8, 1938. 





{ American Water Works Association, New York Section, will hold convention, Jamestown, 
N. Y., March 17, 18, 1938. 














Y American Society of Civil Engineers starts meeti: New York, N. Y., 1938. 
{ National Bottled Gas Association convenes, New ork, N. Y., 1938. 








From an etching by James BE, Allen 


and Brawn 


Courtesy, Kennedy & Co., New York 
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January 6, 1938 


The Washington Outlook 
For Utilities—1938 


Clearing skies predicted for the New Year—prudent 

investment controversy, however decided, not likely to 

have much practical effect on rates—the White House 
olive branch—other problems 


By FRANCIS X. WELCH 


NOTHER new year in Wash- 
A ington! And what a different 
setting and spirit compared 
with New Year’s day just one year ago. 
At that time we saw a New Deal, 
flushed with an overwhelming victory, 
returned to office, and in sweeping con- 
trol of both branches of Congress. 
Almost immediately thereafter the 
President, balked in some of his meas- 
ures by adverse Supreme Court deci- 
sions, boldly asked Congress for the 
right to appoint additional judges. It 
was a bitter battle, too fresh in our 
memory to need recounting, but in the 
process it seemed that the President 


allegorically reénacted Aesop’s fable of 
the dog with the bone in his mouth who 
saw his reflection in the water. In at- 
tempting to seize what appeared to be 
a second bone, he lost the one he 
actually had. 

At any rate, we know that following 
his defeat on the Supreme Court re- 
organization bill, President Roosevelt’s 
hold over Congress has been slipping 
steadily and now, on New Year’s day 
of 1938, within the brief space of 
twelve months we find his legislative 
program torn to shreds by a rebellious 
Congress dominated by his own party. 
To prophesy such a result a year ago 
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would have seemed madness. Looking 
back on what has actually happened, 
the whole thing still seems incredible. 

To the various public utility indus- 
tries, the year 1937 has been turbulent 
and critical as far as Washington de- 
velopments are concerned, but the net 
result is, perhaps, somewhat on the 
credit side. Before looking into the 
crystal for 1938, let us total both sides 
of the utility ledger—from the utility 
viewpoint. Here is a rough tabulation : 
WASHINGTON UTILITY DEVELOP- 

MENTS IN 1937 
Negative 

1. Higher taxes in effect and in prospect. 
2. More “liberal” Supreme Court—likely Fed- 


eral victory in PWA and Holding Com- 
pany Act test cases. 


3. Some union trouble aggravated by a biased 
Federal board—NLRB. 
4, Increasing pars ty toward power industry 
in the FPC and R 
one 


1. No new projects authorized or reform 
legislation enacted or in prospect. 


2. Helpful and constructive SEC attitude on 
Holding Company Act administration, 


3. Government economy resulting in drying 
up PWA, and turning tide against public 
ownership in municipal elections. 


4. For the telephone industry—termination of 
the FCC investigation without scandalous 
sensation, or even much attention at all. 


5. Recognition by the administration of the 
importance of utility industries as a re- 
covery factor; recent “peace” overtures. 

HIs writer has already pointed out 
in a regular department of the 

ForTNIGHTLY * that from the Wash- 
ington angle, the year 1937 passed over 
the utility industries fairly lightly as 
far as the legislative and executive 
branches were concerned, but that the 
courts, especially during the latter part 
of the year, have been handing down 
decisions of primary importance to all 
utility industries. 





1Pusiic Urtimiries Fortnicutty, issue of 
December 23rd, p. 839 


JAN. 6, 1938 


Inasmuch as this is supposed to be a 
forward rather than backward looking 
article, there is no need to go now into 
the details of such important cases as 
the Pacific Gas and Electric Company 
(original cost) rate base controversy, 
except to discuss the effect of this liti- 
gation on the regulation of public 
utility industries in the future. 

At the precise point of this writing, 
the various important test cases are in 
the following status : 

1. The Pacific Gas and Electric Case, 
mentioned above, has been argued and 
is still pending. Probably as much 
interested in the outcome as the Cali- 
fornia commission, is the Federal 
Power Commission, which appeared as 
the most active of four amici curiae. 

2. The two cases testing the validity 
of PWA financing of municipal power 
plants (Duke Power Company and 
Alabama Power Company) have been 
argued but not decided by the Supreme 
Court. The decision will be rendered 
soon after the appearance of this 
article. 

3. The suits by 18 utility companies 
against TVA activities have almost 
been completed before the statutory 3- 
judge court in Chattanooga, and a deci- 
sion thereupon may be expected early 
in the New Year. 

4. The cross suits of the Electric 
Bondand Share Company and the Secu- 
rities and Exchange Commission, with 
respect to the validity of the registra- 
tion powers of the Holding Company 
Act, have been decided in the govern- 
ment’s favor by a Federal district court 
and a U. S. Circuit Court of Appeals 
and will undoubtedly go before the 
Supreme Court for review during the 
first quarter of the new year. 
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W™ will be the result of these 
decisions on the utility indus- 
tries? Well, it would be somewhat pre- 
sumptuous even if proper to forecast 
court decisions. However, for the 
practical purpose of estimating the 
utility outlook for 1938, certain as- 
sumptions may be ventured. 

But first of all, let us talk about the 
Pacific Gas and Electric Case because 
that is one decision which is certain to 
be decided early in the new year. In 
fact, it is already a little overdue. 

Let us assume that the Supreme 
Court decides that it will not interfere 
with commissions wishing to place 
emphasis on original cost to the virtual, 
if not theoretical, exclusion of repro- 
duction cost valuation in rate making. 
As long as the resulting rate order is 
not palpably confiscatory (the burden 
of proof being on the utility, inci- 
dentally) the Federal courts will here- 
after keep hands off under such a deci- 
sion. 

This rule would strengthen the hand 
of the state regulatory commissions 
and would doubtless encourage them to 
explore the possibilities of their new 
liberty of action, not only with respect 
to original cost as practiced in Cali- 
fornia, but with the more restricted 
variation of it known as prudent in- 
vestment, so widely discussed of late in 
such high places. Price indexing and 
other valuation short cuts would also 


e 





doubtless be the subject of renewed 
interest among the state commissions. 
Prudent investment also would likely 
become a shining topic of discus- 
sion throughout the earlier months of 
1938. Already two state commissions 
(Michigan and Tennessee) have 
turned their eyes upon it. Others would 
surely follow, including, perhaps, such 
state commissions as New York, Penn- 
sylvania, and Wisconsin, where dis- 
satisfaction with the restrictions im- 
posed by a compulsory reproduction 
cost factor has always been present. 


} be such a general atmosphere many 
utility companies (telephone, gas, 
and transit, as well as electric) might be 
induced to adopt prudent investment or 
some variation of it by voluntary 
action. Others might be prodded into it 
by commission pressure. But no new 
bumper crop of serious utility rate 
cases would be the result for the simple 
reason that under present conditions it 
probably wouldn’t make more than a 
nickel’s worth of difference (one way 
or the other) on any consumer’s 
monthly gas, electric, or telephone bill 
whether a new rate base concept is 
adopted or not. 

Future years may alter the picture. 
In the event of sudden monetary in- 
flation, a utility industry handicapped 
with a rate base frozen by such a rigid 
formula might find itself in the same 


become quite a regulatory hobby during 1938, the practical 


q “... it would appear that while rate base innovations might 


results will not change the utility picture very much one way 
or another. In truth, by giving a certain school of critics of 
regulation something they have been clamoring for for 
years, the general situation might be improved to the extent 


of more peace and quiet.” 
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critical condition that the railroads 
found themselves during the World 
War when emergency relief was neces- 
sary to allow revenues to catch up with 
increased operating costs. For the im- 
mediate present, however, this writer 
is inclined to agree with the analysis of 
former ICC Commissioner Thomas F. 
Woodlock who recently wrote in The 
Wall Stréet Journal that there is at 
present an opportunity for establishing 
a starting point of value on the basis 
generally of book cost and the adoption 
of that sum plus the net cost of addi- 
tions as value at any time thereafter for 
rate-making purposes, thus eliminating 
all future need for litigating the matter. 


M®* Woodlock estimated the book 

cost of the privately owned elec- 
tric power industry in the United 
States at approximately $13,000,000,- 
000, which, he said, would closely cor- 
respond to the cost of reproducing it at 
the present time. Of course, that was 
only a statement based on general aver- 
age, as Mr. Woodlock explained: 


The result is that companies half of whose 
plant was built in early years would show 
book cost and reproduction cost farther 
apart than would companies three-quarters 
of whose plant had been built since 1920. 
There thus would be inequality as between 
individual companies in the working of the 
book-cost rule, so far as starting point was 
concerned. 

This, however, is not an insurmountable 
obstacle to agreement on the investment or 
book-cost rule—provided that both sides 
mean business. With that assured, it should 
be relatively easy to reach agreement on an 
index figure to be applied to the book costs 
of plant built before 1920 to place all com- 
panies on an equal basis. 


And so, to sum up, it would appear 
that while rate base innovations might 
become quite a regulatory hobby during 
1938, the practical results will not 
change the utility picture very much 
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one way or another. In truth, by giving 
a certain school of critics of regulation 
something they have been clamoring 
for for years, the general situation 
might be improved to the extent of 
more peace and quiet. 

And coming back to the Pacific Gas 
and Electric Case, it appears that even 
if the California commission wins its 
expected victory, the net change in 
utility rate structures would not make 
nearly the splash some folks seem to 
expect. 


Guar HAT the same summary might 
be ventured with respect to the 
PWA financing test cases now under 
Supreme Court advisement. Assuming 
that the government wins these cases 
and that the right of the Federal gov- 
ernment to finance the construction of 
municipal properties to relieve unem- 
ployment is sustained, the result will 
not greatly change the present outlook. 
PWA has already virtually ceased to 
function as a financier of new local 
projects. Under the present drive for 
economy in Congress it is not likely 
that either PWA or any similar spend- 
ing agency will be revived to build new 
competing utility plants or to finance 
them—not at least during 1938. The 
PWA projects now under injunction, 
of course, will be completed because the 
funds are already allocated. There are 
about 43 of these—mostly small plants, 
a few, such as Santee-Cooper, of con- 
siderable size. On the whole, they won't 
make much of a splash, although some 
companies may feel the competition. 
It is necessary to take a broad view 
of this entire government utility plant 
building program. From the year 1933 
through 1937, when antiutility senti- 
ment was high, public ownership had 
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Dissension in the FPC 


¢ LE Uns FPC is at present torn with internal dissension which is 

likely to break into the open during the year of 1938. Bereft 
of its former chairman, the present membership is divided 2 to 2 on 
some important matters of policy with the ‘left wing’ in the ascend- 
ency. What its ultimate direction will be in 1938 is impossible to 
forecast. At present it is rather antiutility, and getting more so. But 
this may change tf the general administration sentiment in Washing- 

ton continues to grow more conservative.” 





clear sailing in Congress and the courts 
restrained the Federal government 
from serious damage to the private in- 
dustry. It is unquestionably true that 
the threat of such litigation blocked a 
number of public ownership projects 
which would otherwise have been at- 
tempted with the taxpayers’ funds. The 
Federal court injunctions, in other 
words, prevented public ownership 
from running wild and perhaps sweep- 
ing the country. 


N° that these same legal barriers 

are crumbling and assuming that 
the highest court will soon remove 
them altogether, a newand more perma- 
nent barrier has been raised—the bar- 
ricade of economics. No longer has 
Congress an open ear and purse for 
every project that public ownership 
proponents suggest. The funds of the 
spending agencies are depleted and 
Congress will not replenish them. 


From this broader viewpoint it 
may even be better for the utilities that 
the Supreme Court remove the purely 
legal barrier, so that the courts would 
not henceforth be burdened with the 
blame for “obstructing” public owner- 
ship. The opposition would stand on 
more substantial and effective ground. 
Public ownership would be given 
answer on its own economic merits, 
and in the end that would be better for 
both public ownership and for the pri- 
vate utilities. 

And that thought leads us to. the 
Electric Bond and Share Case. Assum- 
ing that this case should be decided in 
favor of the Federal government be- 
fore the Supreme Court recesses for the 
summer of 1938, this would not mean 
that either the Holding Company Act, 
as a whole, or the controversial §11 
(death sentence) would be upheld. It 
simply means that the registration pro- 
visions would be sustained and this in 
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turn would strengthen the hand of the 
SEC and put it in the position of de- 
fending the Holding Company Act in 
piecemeal litigation, if any. Obviously 
this would be a much stronger strategi- 
cal position for the SEC, since it alone 
could call the tune as to whether any 
particular section of the law would be 
enforced, and in what manner, and to 
what extent. Until such action is taken, 
utility holding companies could not sue, 
and even if they did the SEC might 
possibly be able to retreat in order to 
avoid a decisive court battle on any 
particular statutory front. 


B” such freedom of action would 
carry with it more responsibility 
for the SEC; and, again taking a 
broader long-range view, it might turn 
out better that way for the utilities and 
for the courts. Already the SEC has 
shown evidence of a reasonable atti- 
tude in administering §11. This writer 
expects more of this during 1938 and 
would not be surprised if the SEC it- 
self should eventually recommend some 
milder revision of the more drastic sec- 
tions of the Holding Company Act. 

After all, which would be better: to 
have the SEC ask that the “death sen- 
tence” be revoked or commuted, or to 
have the courts take such action in 
opposition to the SEC? From the 
standpoint of public relations, there is 
only one answer to this question. 

Of course, there is the point well 
taken that as long as the law exists in 
its present statutory form, the mere 
statutory power of the SEC to wreck 
the industry hangs like the sword of 


Damocles scaring away investors and. 


making it most difficult for the indus- 
try to obtain new money necessary for 
future expansion at reasonable cost, de- 
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spite the reasonable attitude of the 
SEC members now in office. However, 
there is the counter viewpoint that the 
SEC is also sensitive to its responsi- 
bility and would move to correct the 
situation if it were immediately 
threatening the industry with financial 
paralysis. In any event, this writer 
hazards the surmise that there will be 
no important holding company casualty 
under the “death sentence” in 1938. 


_ we approach the multi- 
utility suits against TVA, we 
must do so with fingers crossed. It’sa 
tough puzzle and, like as not, a close 
finish. True, the “rail birds” at the trial 
just closing in Chattanooga are freely 
predicting that the government will 
win 2 to 1 in the Federal statutory 3- 
judge court, but that is not of lasting 
importance. But it is important that 
the record made at the Chattanooga 
trial is impressive enough to give the 
U. S. Supreme Court plenty of pause 
before giving TVA a constitutional 
carte blanche to go on with its program. 

What makes it more complicated is 
that the court could decide this case 
several different ways. It isn’t simply a 
matter of deciding for one party or the 
other. For example, the court could 
uphold the right of TVA to build the 
dams, but forbid the TVA to fix retail 
rates. This would be a costly victory 
for the government because it would 
mean good-by to all further pretense of 
a “yardstick.” It would probably result 
in a shake-up of the TVA and that 
eventually TVA would be selling its 
power to anybody who would buy it 
(public and private agencies alike) for 
what TVA could get for it. The pur- 
chaser would then eventually sell it for 
what the purchaser could get for it, sub- 
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ject of course (in the case of private 
utilities, at least) to local rate regu- 
lation. 

Again, the court might say to TVA 
in effect : “It’s all very well for you to 
build multipurpose dams and dispose 
of all the surplus power you can de- 
velop (we so held in the Ashwander 
Case), but where the record indicates 
that you could build adequate flood 
control and navigation facilities for 
$75,000,000, you have no business 
spending $475,000,000 to build multi- 
purpose dams just for the purpose of 
creating surplus power.” 

This would be a virtual victory for 
the utilities, although the Supreme 
Court forbade nothing more than the 
building of additional power houses. 
And, for economic reasons already 
cited, it is not likely that TVA would 
be given much more money in that di- 
rection anyhow. 


S° much for the important test cases. 
In moving toward the field of ad- 
ministration action we find an interest- 
ing conflict which has already entered 

ithe lower Federal district courts. It is 
the litigation growing out of the Fed- 
eral Power Commission’s determina- 
tion to assert jurisdiction not only over 
those inland rivers which are navigable 
in themselves, but over the tributaries 
which “affect the navigability thereof.” 

Some years ago litigation on this 
point was started by private interests 


seeking to develop power along points 
of the New river (West Virginia) 
which are obviously not navigable in 
fact. So far these suits have been in- 
conclusive, due in the beginning to pro- 
cedural defenses raised by the Federal 
Power Commission. At this writing 
there is under advisement of a Federal 
district court in Virginia one suit which 
may result in an important test case of 
this broad jurisdictional claim by the 
FPC. 

As long as this was a quarrel be- 
tween the FPC and private interests, 
this battle of jurisdiction attracted 
relatively little public attention. But 
recently the states have awakened to 
the fact that important regulatory 
rights which have always been claimed 
by the states are being threatened with 
Federal invasion. Just now the battle 
lines are forming, not just in the Vir- 
ginia and West Virginia sections, but 
all over the country. 

The New England states are up in 
arms over the FPC obstruction to the 
flood control compacts for reasons so 
widely discussed in the press as to need 
no further analysis here. The states 
of Nebraska, Colorado, and Kansas re- 
cently became allied in a protest against 
the FPC’s attempt to assert jurisdic- 
tion over the Platte river (this time in 
connection with a publicly owned power 
district). During the past few days 
what the governor of North Carolina 
said to the governor of South Carolina 
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“Tue REA during the year 1937 was the veritable Donald 
Duck of the administration’s general utility program. It got 
‘mad’ at times with almost all interests with which it came 
into contact. However, the financial reserves of the REA 


are relatively limited.” 
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about the FPC’s interference with a 
proposed private $6,000,000 develop- 
ment on the Yadkin river, at Tucker- 
town, N. C., has not been entirely com- 
plimentary to the FPC. Most recent of 
all is the decision of the state of Wis- 
consin through its public service com- 
mission to challenge FPC jurisdiction 
over a proposed private development 
at Tomahawk, Wis. 

All in all, it looks as if some of the 
states were “ganging up” on the FPC. 
Out of these various disputes some 
definite test case will result and when it 
does, it would not be surprising if more 
states jumped into the fray. Decisive 
action on such a suit is scarcely to be 
expected in 1938, but there is bound to 
be a lot of discussion about it through- 
out the year. 


HE balance of the Federal ad- 
ministrative agencies are not like- 


ly to change the general utility picture 
very much during 1938. During 1937 
we witnessed a slight “hardening” in 
the attitude of the FPC and the REA 
towards private utilities, while there 
was a corresponding “softening” of the 
attitude of the SEC and the FCC. The 


National Labor Relations Board, 
which is in a class by itself, is likely to 
be squelched from above unless it 
changes its present blundering course. 
During 1938 a test of whether the 
NLRB has jurisdiction over the labor 
relations of local operating utilities is 
likely to be decided—probably in the 
Consolidated Edison system case. 

The policies of the FCC are some- 
what in a state of flux because of the 
“purge” now being conducted by 
Chairman McNinch and the very good 
possibility that one or the other 
branch of Congress might try its 
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own hand at investigating the FCC 
during or following the regular session 


in 1938. This turmoil is almost exclu- { 


sively a radio affair, and as far as the 
telephone and telegraph industries are 
concerned the FCC has shown an in- 
creasingly codperative attitude. This is 
especially true when one compares the 
present with the situation of a year ago 
when the special telephone investi- 
gation was at its peak. It is to be ex- 
pected that the FCC will send its special 
telephone investigation report to Con- 
gress early during the new year with- 
out much fuss or feathers. The recom- 
mendations will probably be extensive 
and perhaps critical but not oppressive. 
There will probably be no sensational 
carping along the lines followed by the 
Federal Trade Commission in its re- 
port on the 8-year utilities’ investi- 
gation. 

The FPC is at present torn with in- 
ternal dissension which is likely to 
break into the open during the year of 
1938. Bereft of its former chairman, 
the present membership is divided 2 to 
2 on some important matters of policy 
with the “left wing” in the ascendency. 
What its ultimate direction will be in 
1938 is impossible to forecast. At pres- 
ent it is rather antiutility, and getting 
more so. But this may change if the 
general administration sentiment in 
Washington continues to grow more 
conservative. 


HE decision of the FPC in its re- 

cent denial (December 11th) of 
the proposed merger of the facilities of 
the Inland Power & Light Company 
with the Pacific Power & Light Com- 
pany is an interesting case in point. 
Here the FPC defined (for the first 
time) the “simplification of corporatt 
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The Dominant Issue 


“«_,. the dominant issue is not the making of peace 
between the White House and the utilities. It ts 
the making of peace or establishing a reliable 
understanding of the power issue between the ad- 
ministration and the investing public. The year 




















1938 may see important steps taken in this direc- 
tion but so far the preliminaries have been more 


cordial than definite.” 





structure” of the Holding Company 
Act as meaning merely the elimination 
of structures which (1) have no fur- 
ther useful purpose whatever, and (2) 
could be shown by positive proof to 
be of no public benefit. The fact that in 
some situations private benefit might 
accrue, and the public interest not be af- 
fected one way or the other, apparently 
is of no weight under this seemingly 


strict interpretation of the law. A com- 
parison of this view with the reason- 
able attitude taken by the SEC in such 
cases as the general reorganization pro- 
ceedings of the Citizens Utilities Com- 


pany (decided in October, 1937) 
shows up the relative temper of the two 
Federal commissions in a clear light. 
The REA during the year 1937 was 
the veritable Donald Duck of the 
administration’s general utility pro- 
gram. It got “mad” at times with 
almost all interests with which it 
came into contact. However, the 
financial reserves of the REA are rela- 
tively limited. It cannot be much of a 
force for either good or evil. Its prin- 
cipal danger from the private electric 
industry viewpoint is its policy of 
hatching little blobs of incipient public 
ownership all over the hinterlands 
which may in future years, under pres- 


sure of conditions favorable to their 
growth, develop into more serious pro- 
portions. The consensus is that unless 
this agency can control its tendency to 
go off half-cocked at the slightest prov- 
ocation it may talk itself out of con- 
gressional patience. 


G Ben brings us to the executive 
branch. What will Congress do 
in 1938 for or against the utilities? 
Here is the list of both positive and 
negative probabilities : 

1. Enact the Lea bill to regulate in- 
terstate natural gas operations. The 
regulation will go to the FPC. 

2. Vote for a committee investi- 
gation of the radio broadcasting indus- 
try and (possibly) the Federal Com- 
munications Commission. 

3. Enact the amendment to the Fed- 
eral Judicial Code, sponsored by Sena- 
tor Minton of Indiana, to make pru- 
dent investment prima facie evidence 
of valuation in such rate injunction 
cases as are still allowed in Federal 
courts under the Johnson Act. 

4. Enact a mild regional authority 
bill setting up only advisory or study 
boards—not “seven TVA’s” as origi- 
nally proposed. There is only a 50-50 
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chance that even this much will get 
through. 

5. Approval of no new Federal 
power projects not now under con- 
struction. (The St. Lawrence proposi- 
tion will not even be presented ).. 

6. No revision of the “death sen- 
tence” or other sections of the Holding 
Company Act this year. 

7. Repeal or revise drastically the 
undistributed profits tax. New special 
taxes on utilities under the anticipated 
review of the entire Revenue Act at the 
regular session are possible but not 
likely. 

We shall pass over without comment 
the wages-and-hours bill which is of 
relatively little concern to the utility 
industries as compared to other indus- 
tries employing lower grade labor. The 
Norris-Rankin resolution for the in- 
vestigation of public ownership propa- 
ganda may be revived but final action 
is doubtful. 

On the whole, while Representative 
Rankin and others may make occa- 
sional explosive speeches, Congress 
will not have much time for the utilities 
at the regular session of 1938. 


| Sesaageer there is the 1938 outlook 
for relations between the White 
House and the utilities. Will anything 
substantial come of the recent “peace” 
overtures? Will President Roosevelt 
really reverse his heretofore antiutility 


attitude? Will the utilities meet the 
“terms” laid down by the President 
and go ahead with their construction 
program ? 

These are questions which everyone 
interested in utilities or in the regula- 
tion of utilities wants to know. Well, 
first of all, it should be stated that any- 
thing that is conducive to a better un- 
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derstanding between the White House 
and the utilities is so much to the good, 
Even a conference between the Presi- 
dent and representative executives of 
the power industry is an accomplish- 
ment. 

But there are many barriers to be re- 
moved before specific results can spring 
from “truce” negotiations. 

Grant that the utilities could, if re- 
lieved of the stigma of administrative 
hostility in the public mind, go forward 
with a helpful expansion program of 
impressive proportions. To expect, 
however, that existing utility manage- 
ment could simply decide on an expan- 
sion program as a mere matter of bar- 
gaining would be to confuse cause with 
effect. Before the industry can expand, 
it must raise new money at reasonable 
cost. Before it can raise new money at 
reasonable cost, public confidence in the 
industry’s future must be regenerated. 
Before such public confidence is re- 
generated, the administration must 
demonstrate clearly and unequivocably 
that it will take positive steps to relieve 
the utilities from dangers now threat- 
ening them. 


Bu course, if the administration 
were to do all the things that 
Wendell L. Willkie suggested in his re- 
cent memorandum to the President, 
public confidence would be automati- 
cally restored in the utility industries. 
But unless such confidence is restored 
somehow, there will be no money forth- 
coming for large scale private develop- 
ment. 

This leads to the conclusion that 
the dominant issue is not the making 
of peace between the White House and 
the utilities. It is the making of peace 
or establishing a reliable understanding 
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of the power issue between the adminis- taken in this direction, but so far the 
tration and the investing public. The preliminaries have been more cordial 
year 1938 may see important steps than definite. 





Checking Up on Past Prophecies 


Below are some excerpts from the text of another “outlook” article by Mr. 
Welch for the past year of 1937, as published in Pustrc Utiiities Fort- 
NIGHTLY of January 7, 1937: 


l “Passamaquoddy is likely to be written off as a $7,000,000 loss, offset only 
e by the amount of actual employment provided and the questionable salvage 


value.” 
* k * 


“Conflict within the TVA itself has complicated the outlook... TVA 
e Chairman Morgan wants to bury the hatchet with the private utilities, 
while Director Lilienthal—.” 
* * * 


3 “Ultimately, peace will have to be made. Some sort of power pool arrange- 
e ment is the only logical outcome, but whether the private utilities involved 
can make peace with honor is uncertain.” 


o* * 


4 “PWA may continue as a more or less permanent planning agency for 
« public works, but its heretofore fat purse will be tapered off as President 
Roosevelt moves towards balancing the Federal budget in anticipation of the 
congressional bi-election in 1938.” 


* * * 


~ “We may expect the municipal plant drive to slacken during 1937 and 
e 1938, and start to diminish during 1939, returning to the downward trend, 
in such establishments, that was interrupted by the public works policies and 
antiutility policies of the New Deal in 1933.” 


* * * 


6 Legislative Forecasts: “Outlook cloudy’ for new projects, including St. 
e Lawrence. Expect approval of “a bill to set up some authority to take over 
Federal projects on the Columbia river” ; “Washington in 1937 is likely to see 
more court action than legislative action,” respecting utilities. 
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Lending into Spending? 


Are existing and proposed loans of the REA to 

farmers’ cooperatives eventually to be forgiven? 

Will funds be poured into these rural electrifica- 

tion systems for decades as was the case with many 
Western irrigation projects? 


By ERNEST R. ABRAMS 


URAL electrification as an activ- 
R ity of the Federal government 
is now in its third year. First 
established by executive order on May 
11, 1935, as an emergency agency, and 
converted into a 10-year electrification 
program on May 20, 1936, by the Rural 
Electrification Act, the REA has for 
its major objective “to take electricity 
to as many farms as possible in the 
shortest possible time, and to have it 
used in quantities sufficient to affect 
rural life.” To permit of the attain- 
ment of this objective, $50,000,000 
was made available to the Administra- 
tor during the fiscal year ended June 
30, 1937, and $40,000,000 each year 
for the nine succeeding fiscal years. 
These funds were authorized to be 
loaned to persons, corporations, states, 
territories, municipalities, people’s util- 
ity districts, and codperative, nonprofit, 
or limited-dividend associations to 
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finance the construction and operation 
of generating plants and electrical 
transmission and distribution systems 
for the furnishing of electricity to per- 
sons in rural areas not receiving cen- 
tral station service, and to be loaned to 
persons, firms, and corporations sup- 
plying and installing electrical and 
plumbing appliances and equipment in 
individual premises. 

This inquiry into the Rural Electri- 
fication Administration is not so con- 
cerned with its accomplishments of the 
past and present as it is with the future 
status of the agency. Will the REA, 
purely a lending agency in its present 
form, be converted into a spending 
agency? Are the existing and proposed 
loans of this agency to farmers’ co- 
Operatives eventually to be forgiven? 
Will funds be poured into these rural 
electrification systems for decades as 
was the case with many of the Western 
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irrigation projects? Will the power to 
acquire mortgaged property, vested in 
the REA, eventually result in a vast 
system of governmentally owned and 
operated rural lines throughout the 
country? Is the REA but an entering 
wedge to complete public ownership of 
our private electric utilities? These are 
some of the questions to be considered. 


N the close of 1934, shortly before 
the creation of the REA, about 
10.9 per cent of all farms in the United 
States, or 11.6 per cent of all farms 
with occupied dwellings, were using 
central station electricity. Between 
1923 and 1930, the number of electri- 
fied farms in the country increased 
some 366 per cent, but this rapid rise in 
farm electrification was effectively 
halted by the business depression which 
descended upon the land in the latter 
year. Between 1930 and 1934, only 
94,035 added farms became customers 
of central stations, due partly to the 
sharp decline in the purchasing power 
of the farmers but probably more to 
the closing of sources of new capital to 
the private utilities. The net gain in 
electrified farms during 1935, likewise, 
was only 44,841, but 126,205 farms 
were connected to central station lines 
during 1936 and 119,342 farms were 
electrified in the first six months of the 
current year. 

This marked increase in the num- 
ber of farms connecting with central 
stations during the last eighteen months 
of the period under review was the 
product of a number of circumstances. 
First, the threat of federally financed 
farmer codperatives aroused many 
sleeping or unimaginative manage- 
ments to the realization that, unless 
they were to lose permanently the 


potential custom of many of the farm- 
ers in their service areas, the immediate 
construction of farm lines was a press- 
ing necessity, and even alert manage- 
ments which had been active in the past 
in carrying their service to the farmers 
had a little honest fear thrown into 
them. Second, the enactment and ap- 
proval of the Public Utility Act of 
1935 in August of that year had the 
effect of removing an element of 
bothersome doubt from the future of 
the private electric utilities for, 
although many of the provisions of the 
act are economic monstrosities, even 
the “death sentence” with its definite 
date of execution removed a specific 
uncertainty concerning them. Third, 
the easy-money policy of the Federal 
government permitted of a reduction in 
the capital costs of many operating 
companies and enabled their manage- 
ments to engage new capital for the 
extension of farm lines at attractive 
rates. And, fourth, the REA and the 
TVA with large sums in public funds 
at their command, and with a powerful 
propaganda machine supporting their 
activities, rushed to the aid of the 
farmers. 


H” there been no business depres- 
sion in 1930, preceded by a 
stock-market debacle in the fall of 
1929, there probably would have been 
no administration with paternalistic 
leanings in power in 1935. Had certain 
well publicized power magnates been a 
little less ambitious to extend their em- 
pires to the furthermost corners of the 
land, only to have them collapse when 
sources of money dried up, a political 
power issue most likely could not have 
been raised. And, more pertinent to 
this discussion, had the electric power 
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and light utilities the country over been 
but half so astute in their understand- 
ing of the desires of the farmers for 
electric service as were the politicians, 
there would never have been a Federal 
program for rural electrification. 

Under the pressing needs of war 
days, the production of foodstuffs was 
vastly stimulated in this country and 
hundreds of thousands of acres of 
marginal and submarginal lands which 
could be profitably farmed only under 
the stimulus of wartime prices were 
placed under cultivation. And since the 
products of the farm are sold in the 
world market, and as farm production 
the world over—except in the war- 
torn countries—had been sharply ex- 
panded, the farmers of the world were 
thoroughly and drastically liquidated in 
the first postwar depression. The 
American farmers as a class enjoyed 
no real prosperity after 1920. 


B uT all industry and finance in the 
United States quickly emerged 
from the brief economic disturbance 
of 1921 and rose to heights never be- 
fore attained in the history of the na- 
tion—while the farmers watched the 
cost of their necessities mount as the 
purchasing power of their dollars 
shrank. Still, the farmers didn’t com- 
plain ; always a little awed by the sup- 
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posedly superior intelligence of busi- 
ness men and college professors, they 
kept plugging along in the hope that 
some small part of this prosperity 
would eventually seep down to them. 
Besides, hadn’t all those smart pro- 
fessor-economists told them our na- 
tional prosperity had reached a new 
plateau from which there was to be no 
retreat, and weren’t they promised two 
cars for each garage? 

Then came the depression, and the 
whole world of business and finance 
landed with a splash of “watered” 
values at their feet. Is it any wonder 
they listened enrapt when the politi- 
cians came with their siren’s song of a 
New Deal and a measure of prosperity 
they had not enjoyed in more than a 
decade while the city folks were living 
high? 

The primary requisite of a good 
politician is an ability to make 
promises, and to be a good promiser it 
is necessary that something greatly de- 
sired be promised. Whether or not it 
was economically feasible to grant the 
wish of all of them, the farmers of the 
country wanted electricity to light their 
houses and barns and to assist them 
and their families in many of their 
dreary daily tasks. Accordingly, since 
politicians spend other people’s money 
and need never be concerned with the 


its allotted life of ten years has lapsed? Not only the paucity 


q “WILL the REA be converted into a spending agency before 


of ‘self-liquidating’ loans that will become more acute as 
time goes on, not only the sales talk of the promoters of 
rural coéperatives in all sections of the country in holding 
out the bait that the Federal government will always ‘stand 
behind’ the farmers, but the very social and political philoso- 
phy responsible for the establishment of this agency points 


in that direction.” 
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economic justification of their under- 
takings—of making ends meet—they 
astutely converted this desire of the 
farmers, which many utility manage- 
ments had failed to appraise intelli- 
gently, into an appealing political issue. 


Ww the REA be converted into a 
spending agency before its al- 
lotted life of ten years has lapsed? Not 
only the paucity of “self-liquidating” 
loans that will become more acute as 
time goes on, not only the sales talk of 
the promoters of rural codperatives in 
all sections of the country in holding 
out the bait that the Federal govern- 
ment will always “stand behind” the 
farmers, but the very social and politi- 
cal philosophy responsible for the 
establishment of this agency points in 
that direction. 

In October of 1935, Senator George 
W. Norris addressed a letter to former 
Rural Electrification Administrator 
Morris L. Cooke in which he said: 


I would like your judgment as to the pro- 
priety, the wisdom, and the justice of pro- 
viding a subsidy in order to carry out this 
program and at what point this subsidy 
should begin; also, as to its amount at the 
various levels. Would it be feasible to pro- 
vide a direct subsidy by the Federal govern- 
ment and the states, jointly? We must, I 
think, frankly face the fact that the private 
companies in such connections as have 
already been made and those which are 
being planned for the immediate future, in 
a very large measure have taken the cream. 
What remains, naturally, cannot be operated 
on the same level of profit, and on an ex- 
tensive building program much of it can 
probably not be supplied at a profit, unless 
some such subsidy is provided for line con- 
struction. 


In his reply to this letter on Novem- 
ber 14, 1935, Mr. Cooke said, in part: 


... we have conceived it to be part of our 
task to demonstrate that costs of rural serv- 
ice can be markedly lowered. Much of our 
planning has been directed, therefore, to 
reducing the cost of service to the rural 


consumer. . . . While such an achievement 
will have demonstrated that the obstacles to 
wider rural electrification on a self-liquidat- 
ing basis are surmountable, the great ma- 
jority of farms would still continue to re- 
main without service. Almost three-fourths 
of our farm ple would remain con- 
demned to drudgery. . . . Federal assistance 
to agriculture throughout the whole of our 
history has been established as an appro- 
priate function of government. ... Because 
the Federal government is the only agency 
which can negotiate with all the parties who 
are involved and who will share in the bene- 
fits of such a program, and because it shares 
the obligation to give our farm people their 
due, a just system of financial aid is war- 
ranted. ... Under such a program as you 
have proposed, it should be possible, ac- 
cording to our tentative estimates, to have 
50 per cent of all rural homes—farm and 
nonfarm—electrified in ten years at a total 
investment, private and public, of $1,500,000,- 
000. .. . Under any reasonable assumption 
as to the improvement in rural conditions 
probably fully one-third of such an invest- 
ment would be self-supporting. 


A NUMBER of reasonable inferences 
may be drawn from the state- 
ments contained in this exchange of 
letters between two of the most active 
public power protagonists of the pres- 
ent administration. It would appear 
that Senator Norris recognized, even 
before the REA had had a fair op- 
portunity to demonstrate its ability to 
electrify the rural sections of the 
country, that a Federal subsidy was 
imperative if any substantial part of 
the farms without central station serv- 
ice were to be electrified. Likewise, Mr. 
Cooke tacitly admitted that after. 25 
per cent of the farms of the nation had 
been electrified, the balance could not 
be given central station service without 
the strong financial support of the 
Federal government. It would seem, 
therefore, that the strongest support- 
ers of rural electrification did not ex- 
pect “to take electricity to as many 
farms as possible in the shortest pos- 
sible time” on a self-liquidating, or even 
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Will the Government Own the Codperatives? 


<4 Wi funds be poured into these rural electrification systems 

for decades as was the case with many of the Western irri- 

gation projects? Will the power to acquire mortgaged property, 

vested in the REA, eventually result in a vast system of govern- 

mentally owned and operated rural lines throughout the country? 

Is the REA but an entering wedge to complete public ownership of 
our private electric utilities?” 





on a self-supporting, basis and that 
practically at the inception of the Fed- 
eral rural electrification program, the 
granting of public funds for the pur- 
pose was considered only a matter of 
time. 

According to a recent report of the 
Edison Electric Institute, there were 
1,138,335 farms with occupied dwell- 
ings having central station electric serv- 
ice at June 30th last, or 17.5 per cent 
of all such farms in the country, with 
119,342 occupied farms being added to 
rural lines during the first six months 
of 1937. In addition, there were 282,- 
300 occupied farms, or 19.9 per cent 
of all occupied farms having access to 
existing rural lines, whose occupants 
were either not sufficiently interested 
or were financially unable to avail 
themselves of the service passing their 
doors. If these unserved farms to 
which service was available are added 
to those now enjoying central station 
service, then only slightly more than 78 
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per cent of all occupied farms in the 
country are without electricity or the 
privilege of using it at their option. 


i only the present rate of farm elec- 
trification should be continued in 
future years, and if it be assumed the 
cream-skimming process of electrify- 
ing only those farms which will use 
electricity in sufficient quantities to 
carry their full proportion of the cost 
of service be continued, then Mr. 
Cooke’s estimate of one-fourth of the 
farms of the nation which can be 
served on a self-liquidating basis will 
have been electrified before the close 
of 1940, and none but farms unable 
to carry their share of the cost of serv- 
ice will be available for electrification 
by either the private utilities or by 
REA projects. On the basis of these 
calculations, it would appear the REA 
must be authorized to make grants, to 
spend rather than to lend the funds at 
its command, sometime during the 


18 





LENDING INTO SPENDING? 


1941 fiscal year at the latest if it is to 
continue “‘to take electricity to as many 
farms as possible in the shortest pos- 
sible time.” 

There are other reasons, however, 
why this conversion into a spending 
agency seems a near-term probability. 
In commenting on its economic feasi- 
bility, the NARUC Committee on 
Rural Electrification in its report to the 
recent Annual Convention said, after a 
suggestion that both private and public 
electric utilities pursue an elastic cost- 
of-service policy in rural extensions 
which would compel their other cus- 
tomers to partially subsidize the exten- 
sion of service into new rural areas: 

Of course when a new agency, a separate 
legal entity, embarks upon the rendition of 
service in a rural area, it must be prepared to 


support itself financially without aid from 
outside sources. 


’ has been the experience of the 


private utilities that average rev- 
enues and average consumptions of 
new customers on new rural extensions 
do not equal the averages of existing 
customers who have had experience in 
the use of the service, that new cus- 
tomers frequently and in good faith— 
in their enthusiasm for service—con- 
tract for guaranteed annual revenues 
or for the purchase of energy or ap- 
pliances beyond their financial capaci- 
ties, that a succession of bad-crop years 
may violently distort the purchasing 
power of rural customers. 

Furthermore, nothing in the history 
of rural electrification over the past 
decade has indicated that average proj- 
ects with less than four customers to 
the mile can be consistently self-sup- 
porting, let alone self-liquidating, and 
that only those projects which promise 
an ultimate revenue equivalent to one- 


fourth of the cost of the project annu- 
ally can be expected to be wholly self- 
supporting—to carry their full propor- 
tion of all costs of service. 

Not only have the REA projects no 
collateral earnings or other sources of 
income to carry them until a satis- 
factory load can be developed—for the 
taste for electricity, just like that for 
beer and olives, must be cultivated— 
but the enthusiastic sales efforts of 
overzealous promoters have tended to 
oversell many of the inexperienced and 
eager users with the result they must 
either be subsidized or lost to the proj- 
ect 


i jgjou REA’s high hopes for the 
great success of its projects, it 
might be mentioned, are no higher than 
the hopes of the proponents of the 
irrigation projects in the West during 
the past three decades; and it will be 
remembered these projects were in- 
variably touted as not only “self- 
liquidating” but even as “money-mak- 
ing” undertakings that would return 
every dollar of Federal investment. 

A comparative few of these projects 
did actually return some part of their 
costs of construction to the govern- 
ment, although the great majority paid 
little or nothing ; but none of them, ac- 
cording to available records, ever re- 
turned the full investment therein to 
the Federal Treasury. When drought 
or floods, bad crops or grasshoppers, 
came to plague them and despair settled 
upon the land, political fortunes re- 
quired that the debts of these farmers 
be forgiven. 

Such may yet be the manner in 
which these REA loans to farmer co- 
Speratives will be “paid” and once a 
single loan is forgiven, any attempt to 
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collect the remainder would constitute 
political suicide. 


HERE is another phase of the Fed- 

eral rural electrification program 
that merits serious consideration, for 
it may be but the entering wedge to 
complete public ownership of the pri- 
vate electric utilities of the country. 
Section 7 of the Rural Electrification 
Act authorizes and empowers the Ad- 
ministrator to acquire at foreclosure or 
otherwise property pledged or mort- 
gaged to secure any loan made pursu- 
ant to the act, and to operate or lease 
such property for any period not ex- 
ceeding five years from the date of 
acquisition. Furthermore, § 12 of the 
act limits the extension of the time of 
payment of any principal loaned for 
the construction of generating plants 
or lines; or of any interest thereon, to 
five years after they fall due, thereby 
requiring affirmative action by the Ad- 
ministrator within a reasonably short 
time after original default. 

Since title to any property so ac- 
quired is to be taken in the name of the 
United States of America, this power 
to acquire mortgaged property “at any 
foreclosure or other sale or otherwise” 
would create, in effect, a potential pub- 
lic ownership of rural generating plants 
and electrical transmission and distri- 
bution systems. True, under the pres- 
ent act, a limit of five years is placed 


& 


on the period during which the Admin. 
istrator may own, operate, or lease any 
acquired property but such limitations 
are always susceptible of change. 


A BILL purporting to have been pre- 
pared in Washington was intro- 
duced into a recent session of the 
Michigan state legislature which 
would, among other things, have con- 
ferred to rural electric codperatives 
powers of condemnation over private 
property paramount to those possessed 
by any and all private corporations 
within the state. The adversities to the 
private electric utilities inherent in the 
vesting of such discretionary powers to 
acquire private property in any organi- 
zation whose property is mortgaged to 
an agency of the Federal government 
are immediately apparent. One fore- 
closure, and this Federal agency with 
paramount power of condemnation 
might sweep through a state, acquiring 
all electric utilities that met its fancy. 

Furthermore, the Michigan Public 
Utilities Commission recently issued 
an order to the electric power and light 
utilities under its jurisdiction to show 
cause why they should not be compelled 
to grant to rural electric cooperatives 
special rates which were lower than the 
rates to many large industrial power 
users. Such a low energy rate to farm- 
ers’ organizations might easily result 
in the charges to rural householders for 


expect ‘to take electricity to as many farms as possible in the 


q “... the strongest supporters of rural electrification did not 


shortest possible time’ on a self-liquidating, or even on a 


self-supporting, basis and . 


. . practically at the inception of 


the Federal rural electrification program, the granting of 
public funds for the purpose was considered only a matter 


of time.” 
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their requirements being substantially 
below those of the residential users in 
near-by cities with a resultant demand 
for reduced urban household rates. 
That these urban demands with their 
disastrous effect on earnings. and 
property values would have to be met 
is evident when it is realized nothing in 
the proposed plan would have pre- 
vented the urban householders from 
forming their own codperative associa- 
tion and securing the same low whole- 
sale rates as the rural organizations. 
Pe too severe an appraisal has 
been placed on the dormant threats 
inherent in the Rural Electrification 
Administration for, during the first 
two years of its existence, first as an 
emergency activity and later as a for- 
mal Federal agency, its actual accom- 
plishments have been unimpressive. 
Up to July 1, 1937, according to its 
public statements, it had lent or ear- 
marked a total of $61,112,100 for 337 
specific projects in 41 states. Loan con- 
tracts, binding the REA to lend and 
the borrowers to construct the electri- 
fication facilities, totaled $52,560,207, 
while bids for construction had been in- 
vited on projects involving $41,427,- 
620. Construction contracts had been 
awarded involving potential loans of 
$25,822,742, but the total amount of 
money actually paid out—good old 
cash on the barrel head—was only 


slightly over $10,000,000. This 


amount, as nearly as can be determined, 
covered 40 projects with some 9,- 
230 miles of rural lines serving about 
36,425 rural customers. 

During the twenty months ended 
with August 31, 1937, Consumers 
Power Company built 4,311 miles of 
lines up in Michigan which added 22,- 


787 rural customers. 
CS pra in 1928, on a hurried trip to 
the Southwest, the writer arrived 
one morning in a small Texas city on 
the only train of the day and, having 
finished his business within two hours, 
he was anxious to be on his way. The 
operator of a local utility said, apolo- 
getically, his own car was in the shop 
but if the writer wasn’t fussy what he 
rode in so long as he got there, he’d 
have Willie run him over to the main 
line of the Missouri Pacific, some 
fifteen miles away. This was the only 
thing to do. 

Willie, an elderly negro, soon pulled 
up in front of the office in a most dis- 
reputable Ford; sans top, sans wind- 
shield, sans speedometer, but most cer- 
tainly not sans commotion. As we 
bounded down the dirt road that was 
to carry us to the main line, hopping 
from puddle to rut, the writer asked 
Willie how fast we were going. “Well, 
Boss,” answered Willie, “I jest can’t 
say. These here Fords make so much 
ado about their runnin’, we ain’t goin’ 
as fast as it seems like we is.” 





No “Stoppage in Transitu!” 


W 


wired headquarters for instructions. The order came back: “Use your 
ome judgment but do not attempt to eject the nonpaying passenger 
one.” 
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HEN @ pair of vaudeville Siamese twins recently insisted on 
riding on a train with only one ticket, a worried conductor 
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Why That Power Pool Talk? 


It’s an old story, as far as the private electric companies are 

concerned, as illustrated by what has taken place in California. 

The utilities themselves, says the author, if unhampered by 

restrictive legislation, will make the necessary interconnec- 
tions and pass on the benefits to their customers. 


By J. S. MOULTON 


FACS GAS AND ELECTRIC COMPANY 
SAN FRANCISCO, CALIFORNIA 


= HE past year has brought a num- 
ber of proposals that it would be 
in the public interest to pool all 
generating plants and main transmis- 
sion lines in regional areas and to 
operate these plants and lines under the 
jurisdiction of a governmental agency. 

The portion of this proposal which 
is new is that relating to governmental 
operation. Not only is the suggestion 
of interconnection old, but it has been 
actually applied in many parts of this 
country for more than twenty-five 
years. Legislative statement of the 
desirability of interconnection is con- 
tained in the Federal Power Act of 
1935, which charges the Federal Power 
Commission with the responsibility of 
promoting and encouraging voluntary 
interconnections and  codrdination 
within and among regional districts. 
In a discussion of power pools, there- 
fore, it is natural to turn to the words 
of the vice chairman of the Federal 
Power Commission, Basil Manly, for 
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an authoritative statement of the need 
for power pools operated under govern- 
mental jurisdiction as seen by the pro- 
ponents of such a proposal. Mr. Manly 
presented a well considered paper en- 
titled “Regional Codrdination and In- 
tegration of Electric Utilities: the 
Federal Point of View,” to the Third 
World Power Conference meeting in 
Washington, D. C., in September, 
1936. This paper defines interconnec- 
tion and coordination of electric sys- 
tems as follows: 


1. Interconnection—The establishment of 
electrical connections between two or more 
Stations or systems of which the primary 
purpose is merely that of securing more 
economical sources of supply or greater re- 
liability of service. 

It is distinguished from coérdination in 
that it involves no provisions for harmoniz- 
ing the operations of the stations or systems. 

2. Coérdination — The establishment, by 
agreement or otherwise, of means for har- 
monizing the operation of two or more inter- 
connected systems not under common owner- 
ship, so as to accomplish effective “pooling” 
of power on a regional basis. This would in- 
volve, among others, arrangements for tak- 
ing power at all times from the cheapest 





WHY THAT POWER POOL TALK? 


generating sources, joint use of transmis- 
sion lines, a common load dispatcher service, 
and a method for determining and distribut- 
ing the credits and debits arising from co- 
ordinated operation; all with the object of 
obtaining the same economies that would 
accrue if the companies were under the same 
management. 

Coordination might conceivably extend, 
through proper cooperative arrangements, to 
the exercise of many other functions of in- 
tegrated systems, such as joint financing of 
new generating and transmission facilities, 
joint provision for specialized engineering 
services, and other matters related to the 
operation of the facilities participating in the 


HE paper mentions the economies, 

efficiencies, and assurances of 
stable service that have been accom- 
plished by integration of properties 
within a state or geographic region by 
centralizing corporate control and gives 
as examples of such properties the in- 
terconnected systems of the Common- 
wealth & Southern Corporation, the 
Niagara Hudson System, the Pacific 
Gas and Electric Company, and others. 
It also describes power pools of com- 
panies not under a single corporate con- 
trol such as that operated in Pennsyl- 
vania and New Jersey by the Phila- 
delphia Electric Company, the Penn- 
sylvania Power and Light Company, 
and the Public Service Corporation of 
New Jersey. No mention is made, 
however, of the less formal arrange- 
ments which have been in existence 
among a number of the California 
utilities for many years and which have 
been carried on effectively but without 
a fanfare of trumpets. 

Mr. Manly discusses other areas in 
which he believes further interconnec- 
tion would be desirable and advances 
the construction of Federal projects as 
a new reason for power pools. He says: 

Recently, however, there has been in- 


troduced a new factor which, in the opinion 
of the writer, calls for integration and co- 
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drdination not only on a larger scale than has 
heretofore been effected in this or any other 
country, but with a combination of economic, 
social, and governmental considerations that 
are of the most far-reaching character. 
This factor is the creation in connection with 
Federal public works projects in various re- 
gions of the United States, of enormous 
blocks of hydroelectric energy which are too 
large to be readily absorbed by the existing 


markets in the vicinity of the projects. 
A these discussions of the prob- 
lem and situation as he sees it, he 
reaches these conclusions : 


There are, however, certain major con- 
siderations which must be provided for in 
any plan for regional pooling that may be 
regarded as practicable. These may be out- 
lined as follows: 

(1) An effective Federal agency must be 
created to operate the pool. Such agency 
should preferably have a board of directors 
in which the national interest would be pre- 
ponderatingly represented but which would 
also afford an opportunity for regional and 
local interests to have an effective voice. 

(2) The agency must possess adequate 
power and financial resources to acquire con- 
trol of or construct a transmission network 
which will ultimately cover the entire area 
of the region in which the pool is to operate. 
In the opinion of the writer it would not be 
desirable for this agency to purchase trans- 
mission facilities or construct them except 
where it is necessary. All the practical ob- 
jectives of the pool can be attained as 
effectively by lease of transmission facilities 
as by purchase. 

(3) All participants in the pool must com- 
mit themselves to place their generating 
facilities, transmission lines, and substations 
under the control of the managers of the 
pool, subject to such agreements as may 
necessary with reference to the basis upon 
which power is to be taken from generating 
stations and delivered to distribution sys- 
tems and the compensation that is to be paid 
for the use of transmission lines. 

(4) There must be agreement that all dis- 
tribution systems, whether publicly or pri- 
vately owned, shall be supplied from the 
transmission network at rates which shall be 
uniform for communities which possess the 
—— characteristics and are similarly situ- 
ated. 

(5) The central agency must possess ade- 
quate powers to construct additional trans- 
mission lines and interconnections wherever 
necessary, and to plan and, if necessary, 
finance and procure the construction of such 
additions to generating facilities as may be 
required by the pool to meet the present and 
future requirements of the region served. 
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r. Manly places particular empha- 
sis on the mechanics of setting 
up a governmental agency to operate 
generating plants and main transmis- 
sion lines but fails to state, as other 
proponents of power pools have also 
failed to state, why the suggested 
organization is necessary and why pri- 
vate enterprise cannot be relied upon, 
if not held down by restrictive legisla- 
tion, to accomplish the same purposes 
in at least as good if not a more satis- 
factory manner. 
In discussing power pools, the two 
things which should be examined, 
therefore, are: 


l Whether the pooling of all gen- 
e erating plants and main transmis- 
sion lines within regional areas so that 
they may be operated under a single 
control will, in fact, result in more 
economical operation and lower electric 
rates to the ultimate customer ; and 


2 If the first question is answered 
e in the affirmative, then is it 
necessary for the controlling body to be 
one in which representatives of the 
Federal government predominate with 
representatives of the region having an 
effective voice? 

In analyzing the facts which may 
give the answer to these questions, it 
is appropriate first to consider the Eng- 


e 


lish grid system which has frequently 
been held up as the standard of excel- 
lence we in the United States should 
seek to approach. 


: Nesanliges distribution in England 
was initially undertaken entirely 
to supply lighting in towns. The indus- 
try was split up into municipal and 
company undertakings operated on a 
comparatively small scale and under 
legislation that made it impractical if 
not impossible to perform wider func- 
tions when the uses of electricity multi- 
plied. As recently as 1918, a British 
Board of Trade committee reported 
that in Greater London there were 70 
companies using 50 types of systems, 
10 different frequencies, and 24 differ- 
ent voltages. Similar situations existed 
elsewhere. This dislocation and confu- 
sion, which finds no counterpart in the 
United States, was magnified by the 
wartime need for cheap power. The 
Electricity Supply Act of 1919 made 
provision for permissive codrdination 
between supply undertakings on a re- 
gional basis. The stumbling blocks to 
such coérdination were: first, the high 
cost of correcting the chaotic condi- 
tions, estimated at from 16 to 18 mil- 
lion pounds ; second, absence of natural 
tendencies, such as localized coal supply 
or large water-power sites, to concen- 


ments of the English grid system that it was designed after 


q “It is frequently overlooked in pointing out the accomplish- 


a careful analysts of the results obtained by interconnection 
of large, efficient, generating plants and standardization of 
voltage and frequencies in this country, and that while 
growth in England from 1929 to 1935 was more rapid 
than in this country, England at the present time has a much 


smaller per capita use.” 
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trate generation and long-distance 
transmission ; and third, unsatisfactory 
permission legislation. 

After a number of years of experi- 
ment with this legislation, a committee 
created in 1926 formulated the pro- 
posal to create a Central Electricity 
Board to administer the grid system 
after an investigation which included a 
careful study of the large intercon- 
nected power systems in the United 
States. The committee states, “... we 
find that in America the great supply 
systems have developed the business of 
selling electricity into a very fine art 
with the result that there has been a 
rapid increase in the consumption of 
electricity per head of population.” 


i Central Electricity Board was 
formed in 1927. Its functions 
are: 


1. To give effect (subject to such modifi- 
cations as the board may think fit after hear- 
ing the representations of the interests af- 
fected) to schemes prepared by the elec- 
tricity commissioners providing for: 

a) The selection of generating stations 
which are considered sufficiently economi- 
cal to be retained in operation; 

b) The construction by the board of a 
system of mains and transforming sta- 
tions for interconnecting the selected sta- 
tions with one another and with the system 
of authorized undertakers ; 

c) Standardization of frequency. 

2. To decide the loading units out-put and 
running hours of the selected stations. 

3. To purchase at cost price (including 
capital charges) all energy generated at the 
selected stations. 

4. To arrange with the owners for exten- 
sions and alterations at existing selected sta- 
tions and for the provision, by supply au- 
thorities, of new selected stations. 

5. To supply electricity in bulk, directly or 
indirectly, to all authorized electricity supply 
authorities in Great Britain. 

6. To adjust its tariffs so that, over a 
period of years, its income balances its ex- 
penditure. 


The board, in effect, takes full 
charge of all generation but it has, in 


general, no power to handle retail dis- 
tribution. The actual ownership and 
operation of all generating stations are 
retained by the larger distributing 
bodies and elaborate provisions are laid 
down which make it impossible for the 
board itself to own or operate a gener- 
ating station unless all attempts to ob- 
tain the necessary generating capacity 
in other ways have failed. 


a aeons board is not immediately re- 
sponsible to Parliament but must 
submit an annual report to the Minister 
of Transport, who audits its accounts ; 
it must obtain approval of the minister 
and also the electricity commissioners 
to the terms and conditions of proposed 
stock issues; and it must obtain ap- 
proval of the commission for raising 
capital to construct generating stations 
and transmission lines just as any ordi- 
nary supply undertaking must do. The 
stock issued by the Board has no voting 
rights. While the Treasury may be 
called upon to guarantee principal and 
interest on the stock up to a total of 
£33,500,000, no such call has been 
made as it has been felt that the board 
stock should not be sponsored in the 
market by the government. 
_ Under the board’s direction, the grid 
has expanded so that at the end of 1935 
there were 4,075 miles of intercon- 
nected transmission line to which were 
connected 132 generating plants with a 
capacity of 6,750,000 kilowatts (the 
consolidated P. G, and E. system at the 
end of 1936 had 6,098 miles of trans- 
mission line). Pride is taken in the 
fact that the use of electric power has 
increased 70.7 per cent from 1929 to 
1935. This increase has exceeded that 
in most other countries of the world, 
an outstanding exception being Soviet 
JAN. 6, 1938 
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Popular Conception of Interconnection 


ry} HE popular conception of an interconnection ts 

merely the construction of a line between two 
systems and the installation of a couple of switches. 
It is further believed that unless the generating plants 
of the interconnected systems are actually under a 
single operating management efficient operation is 
impossible. Each of these ideas is far from the truth.” 





Russia in which the increase has been 
259 per cent. The United States little 
more than held its own during this 
period, a condition caused in part by 
the much greater development of use 
at the beginning of the period and in 
part by the much slower rate of recov- 
ery from the depths of the depression. 


. is frequently overlooked in point- 

ing out the accomplishments of the 
English grid system that it was: de- 
signed after a careful analysis of the re- 
sults obtained by interconnection of 
large, efficient, generating plants and 
standardization of voltage and fre- 
quencies in this country, and that while 
growth in England from 1929 to 1935 
was more rapid than in this coun- 
try, England at the present time has a 
much smaller per capita use. In fact, 
growth in England and in the United 
States has followed the general busi- 
ness trends which, for reasons outside 
the scope of this presentation, have ad- 
vanced upward more rapidly in 
England than here. 

In 1934, the utilities and private 
plants in Great Britain supplied some- 
what under 21 billion kilowatt hours to 
a population of about 47 million, a per 
capita use of 443 kilowatt hours per 
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year. In the United States, the supply 
of about 118 billion kilowatt hours to 
126 million people is a use of 1,420 
kilowatt hours per capita, or more than 
three times that in Great Britain. The 
combined supply of Great Britain, 
France, and Germany (67 billion kilo- 
watt hours) with a population (155 
million) 20 per cent greater than the 
United States was less than 60 per cent 
of the supply in this country. In Cali- 
fornia alone, with a population of 6,- 
062,000 and an area of 155,652 square 
miles, the 1933 supply was 6,083 mil- 
lion kilowatt hours compared with 
4,596 million kilowatt hours in Sweden 
with a population of 6,233,000 and an 
area of 158,393 square miles. 


Ww™= has been the history of the 
growth of electric power develop- 
ment in the United States and particu- 
larly in California? First of all, while 
utility systems in this country usually 
came into being for the purpose of 
serving a single municipality and very 
frequently encountered competition 
from other systems in the same munici- 
pality, nevertheless an early standard- 
ization of voltages and frequencies 
usually led to the interconnection of 
these systems if not their consolida- 
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tion. There was little, if any, restric- 
tive legislation preventing the consoli- 
dation of competing or adjacent sys- 
tems. The development of high voltage 
transmission was brought about largely 
by the need for transmitting hydroelec- 
tric energy from points of generation 
to points of use. California utilities 
pioneered in that development, the Fol- 
som plant about 20 miles from Sacra- 
mento, the San Joaquin plant about 30 
miles from Fresno, and the Santa Ana 
plant in southern California being three 
of the earliest plants to transmit energy 
for any distance. 

As the means for long-distance 
transmission was improved, the desir- 
ability of interconnecting adjacent 
municipalities was realized. This desir- 
ability increased as the size of generat- 
ing units became greater. The many 
small electric systems which existed at 
one time or another in California had 
been consolidated to a large extent by 
1927. There have been further consoli- 
dations, particularly in northern Cali- 
fornia, since then. 


Te principal systems in northern 
California in 1927 were those of 
the Pacific Gas and Electric Company 
(including the Sierra & San Francisco 
Power Company and the Northern 
California Power Company ), the Great 
Western Power Company, the Cali- 
fornia-Oregon Power Company, the 
Western States Gas and Electric Com- 
pany, Coast Counties Gas and Electric 
Company, Coast Valleys Gas and Elec- 
tric Company, San Joaquin Light and 
Power Corporation, and the Midland 
Counties Public Service Corporation. 
In southern California the principal 
systems were the Southern California 
Edison Company (which represented 


an earlier consolidation of the Edison 
Company and the Pacific Light and 
Power Company), the Los Angeles 
Gas and Electric Company, the Los 
Angeles Bureau of Power and Light, 
the San Diego Consolidated Gas and 
Electric Company, and the Southern 
Sierras Power Company. 
Consolidations during the last. ten 
years have, in effect, created a single 
important system in northern Cali- 
fornia—the Pacific Gas and Electric 
Company, including the San Joaquin 
Light and Power Corporation and the 
Midland Counties Public Service Cor- 
poration. The other utilities in north- 
ern California include the California- 
Oregon Power Company and such sys- 
tems as the Coast Counties Gas and 
Electric Company and the Vallejo 
Electric Company which purchase all 
or substantially all of their electric re- 
quirements from the Pacific Gas and 
Electric Company. In southern Cali- 
fornia, the Los Angeles Gas and Elec- 
tric System has been sold to the Los 
Angeles Bureau of Light and Power, 
with the Edison Company, San Diego 
Consolidated, and Southern Sierras 
maintaining their identity. 


A of the principal interconnec- 
tions between systems that have 
both generating capacity and distribu- 
tion systems, details of which are 
omitted, shows 43 different connec- 
tions, one of which dates back to 1902. 
No attempt has been made to include 
connections made to purchase the en- 
tire output of a plant, or to sell power 
to systems having no generating capac- 
ity, or between small systems which 
have long since been consolidated. 
Virtually all these interconnections 
have been maintained up to the present 
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time ; few have been replaced by others 
of larger capacity, while others have 
lost their identities through merger of 
the interconnected systems. 

It would be extremely tedious to re- 
view statistically each of these, inter- 
connections and the amounts of energy 
transferred over them. I will, how- 
ever, discuss a few as examples of why 
all of them were made and to indicate 
the benefits which have resulted there- 
from. The Great Western Power 
Company has been continuously inter- 
connected with the P. G. and E. Com- 
pany at one or more points since the 
former’s Big Bend plant first went into 
operation in 1908. There have been 
considerable periods when the Great 
Western, in efficiently developing its 
extensive hydroelectric resources, has 
had more generating capacity than its 
own load required. Much of this sur- 
plus capacity was sold to the P. G. and 
E. Company at a price less than the cost 
to the latter company of generating its 
own requirements. This interchange 
meant lower rates to Great Western 
customers as those rates did not have to 
include all the fixed charges on Great 
Western plants, and lower rates to P. 
G. and E. customers as part of their 
supply was obtained more cheaply. 


O THER interconnections have been 
maintained almost continuously 
between the P. G. and E. and the West- 


ern States Gas and Electric Company 
around Stockton and between the latter 
company and the Great Western near 
Sacramento. An interconnection has 
existed since 1920 between the P. G. 
and E. and the San Joaquin Light and 
Power Corporation in the vicinity of 
Newman and Gustine. The San Joa- 
quin, in turn, has had several intercon- 
nections with the Southern California 
Edison Company dating back to as 
early as 1913. In Southern California 
the systems have likewise been inter- 
connected and large amounts of energy 
have been interchanged. 

The benefits of these interconnec- 
tions were illustrated in a striking man- 
ner in 1918 and 1919 when priority 
given war materials prevented the utili- 
ties from obtaining the needed equip- 
ment to increase their capacities, and in 
1924 when an unprecedented drought, 
coupled with an unusually large growth 
in load, caused a deficiency in the power 
resources of the utilities in the southern 
part of the state, including the San 
Joaquin Light and Power Corporation. 
To alleviate this shortage as much as 
possible, power was generated in many 
plants which had not been operated for 
a number of years and fed into the in- 
terconnected transmission network of 
the California utilities. For example: 
The antiquated plant of the city of 
Alameda was put into operation for the 
account of the Southern California 


being for the purpose of serving a single municipality and 


q “_.. while utility systems in this country usually came into 


very frequently encountered competition from other systems 
in the same municipality, nevertheless an early standardiza- 
tion of voltages and frequencies usually led to the inter- 
connection of these systems if not their consolidation,” 
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Edison Company, and the energy gen- 
erated less line losses was successively 
turned over to the Great Western, the 
P. G. and E., the San Joaquin, and 
finally the Edison Company. This, of 
course, does not mean that the particu- 
lar kilowatt hours generated in Ala- 
meda ever reached Southern California 
but that they replaced kilowatt hours 
generated elsewhere so that the effect 
amounted to this. The P. G. and E., 
Great Western, San Joaquin, and 
Southern California Edison secured 
power from many similar plants, in ad- 
dition to operating their own steam 
plants at maximum capacity. It was 
only by the existence of the many inter- 
connections and the experience gained 
over a period of years in the inter- 
change of energy that made it possible 
to go through these years with as little 
restriction upon the use of energy as 
that which took place. 


A’ the systems grow in size it is natu- 
ral that the capacity of the inter- 
connections should also increase. The 
first really large interconnections was 
the 100-mile, 165,000-volt transmis- 
sion line constructed in 1926 between 
the Great Western system near Sacra- 
mento and the San Joaquin system near 
Merced. This interconnection had a 
capacity of approximately 90,000 kilo- 
watts, approximately equal to the entire 
‘San Joaquin system’s load in 1924. 
This illustrates clearly why large capac- 
ity interconnections had not been re- 
quired until recent years. The agree- 
ment on which this interconnection was 
operated embodied the plan which had 
been used rather generally in smaller 
interconnections theretofore. 

Each of the companies participating 
in the interchange pays half of the fixed 


charges, operating expense, and main- 
tenance on the interchange facilities 
and divides the savings caused by in- 
terchange of energy on a 50-50 basis. 
This same arrangement has more re- 
cently been applied to the 75,000-kilo- 
watt interconnection between the San 
Joaquin and the Edison near Bakers- 
field. In that instance each company 
constructed and owns facilities repre- 
senting approximately one-half the 
total investment of approximately 
$400,000 in the interconnection, The 
San Joaquin, if it had not been for this 
interconnection and the existence of 
surplus capacity on the Edison system 
occasioned by the completion of 
Boulder dam and the loss of the Los 
Angeles Bureau of Power and Light 
load, would have had to install 40,000 
kilowatts of additional steam capacity 
in 1937 and further capacity in 1938. 
With the interconnection, the San Joa- 
quin is paying the Edison Company 
one-half of the estimated annual 
charges on this steam capacity. In 
other words, San Joaquin customers 
are getting 40,000 kilowatts of capacity 
at one-half of what it would have cost 
had the San Joaquin installed it on its 
own system, with a further advantage 
whenever energy can be generated 
more cheaply on the Edison system 
than on the consolidated P. G. and E. 
system. 


| ears customers are benefiting 
from the revenues received by the 
Edison Company from the disposal of 
surplus capacity and energy on that sys- 
tem which could not have been sold 
without the existence of this intercon- 
nection. The capacity this interconnec- 
tion will replace on the San Joaquin 
system will be increased to 75,000 kilo- 
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Interconnection by Private Companies 


“_.. my question ‘Why that power pool talk?’ has been answered. 
The answer is that interconnection and interchange of energy of 
utility systems in adjacent territories are desirable; that wherever 
savings can be made through such interchange, the utilities them- 
selves, if not hampered by restrictive legislation, can be relied upon to 
make the interconnections and pass the benefits on to their customers; 
and that there is no need for a governmental agency such as that sug- 
gested by proponents of a power pool.” 





watts July 1, 1938, with further sav- 
ings to both systems. The savings from 
the interchange of kilowatt hours are 
divided in the same manner. For ex- 
ample, if it would cost 2 mills per kilo- 
watt hour to generate power on the San 
Joaquin system, and the Edison because 
of its existing contract commitments 
to purchase power has a surplus repre- 
senting no additional out-of-pocket 
costs, the total saving represented by 
transferring this power to the San Joa- 
quin is 2 mills per kilowatt hour. This 
saving would be divided between the 
companies equally and the San Joaquin 
would pay the Edison a net amount of 
1 mill per kilowatt hour. 

The interconnection made in 1926 
between the San Joaquin and the Great 
Western and which was augmented by 
additional interconnection between the 
San Joaquin and P. G. and E. Company 
in 1931, is a splendid example of the 
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benefits experienced through inter- 
change. During the period from 1926 
to 1936 the San Joaquin received 2,094 
million kilowatt hours which would 
have cost $12,963,000 to generate on 
its own system, for which it paid 
$8,628,000 to the Great Western and 
P. G. and E., $4,335,000 being the 
amount the San Joaquin Company 
saved by reason of the interconnection. 
The Great Western and P. G. and E., 
after reimbursement for all of their 
out-of-pocket costs which were princi- 
pally for fuel used in steam plants, 
secured an exactly equal revenue from 
the sale of this power, much of which 
otherwise would have gone to waste as 
surplus hydro. During the same period, 
San Joaquin delivered 255 million kilo- 
watt hours to the P. G. and E.-Great 
Western system, most of which either 
replaced steam generation on the latter 
system or made possible the storage of 
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WHY THAT POWER POOL TALK? 


more water in reservoirs for later use. 


I COULD go on at length recounting 

the details of how each of the 
many interconnections has benefited 
electric customers in the state but such 
discussion would be merely repetitive 
of these outstanding examples. 

The popular conception of an inter- 
connection is merely the construction 
of a line between two systems and the 
installation of a couple of switches. It 
is further believed that unless the gen- 
erating plants of the interconnected 
systems are actually under a single 
operating management efficient oper- 
ation is impossible. Each of these ideas 
is far from the truth. 

The effect of interconnection on the 
two systems may be far reaching. The 
interrupting capacity of existing oil cir- 
cuit breakers may become inadequate 
and require replacement. Line capaci- 
ties may not permit the two systems to 
be operated in parallel and certain por- 
tions of the systems must be isolated so 
that they can be swung from one sys- 
tem to the other. Relay installations 
which are designed to isolate faulty 
lines and apparatus may require sub- 
stantial change. 

The operating plans for the utiliza- 
tion of the power resources of a large 
utility system are laid out months in 
advance. Subsequent changes caused 
by differences in load and water re- 
sources are usually minor. Consider- 
able latitude always exists in the time 
that storage may be used. As a result, 
the operating departments of the inter- 
connected utilities can lay out their 
plans to use their resources most effi- 
ciently without requiring hour to hour 


contact. In emergencies, there are 
always telephones available, and the 
men whose job it is to operate systems 
are accustomed to act quickly. The 
usual basis of interchange, that any 
savings are to be divided is in itself 
sufficient incentive to keep the operat- 
ing men on their toes to take full ad- 
vantage of potential savings. 


me eee evidence has been given 
here to show that the history as 
well as the present status of intercon- 
nections and interchange among the 
California utilities proves that the pri- 
vate utilities in the state have always 
taken advantage of savings which 
could be realized by interchanging 
power, and that in the absence of legis- 
lative restrictions there is no reason to 
believe that what has been and is being 
accomplished in California cannot con- 
tinue to be accomplished in the future 
without the need for actual leasing of 
generating plants and main transmis- 
sion lines to a governmental agency 
dominated by Federal interests. 

Therefore, I close with the belief 
that my question “Why that power 
pool talk?” has been answered. The 
answer is that interconnection and in- 
terchange of energy of utility systems 
in adjacent territories are desirable; 
that wherever savings can be made 
through such interchange, the utilities 
themselves, if not hampered by restric- 
tive legislation, can be relied upon to 
make the interconnections and pass the 
benefits on to their customers ; and that 
there is no need for a governmental 
agency such as suggested by proponents 
of a power pool. It is a problem of oper- 
ation rather than regulation. 
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Keeping Up with 
Uncle Sam 


By FRANCIS X. WELCH 


HE administration at Washington 

just now feels itself on the uncom- 
fortable end of press telegraph wires 
running to Ottawa, Montreal, Toronto, 
and other points north. The reason for 
the latest grumpy feelings at the State 
Department (which, heaven knows, has 
enough foreign trouble elsewhere to 
worry about) is the recent attack made 
on Prime Minister King of the Dominion 
and Premier Hepburn of Ontario over 
the question of exporting Canadian 
power for sale in the United States. 

It is a long story, and an important 
one for Canadian politics. The most 
significant aspect of the whole affair is 
the new alliance between Hepburn and 
Premier Duplessis of Quebec. Electric- 
ity is only one part of the entire picture 
of these two most powerful Canadian 
provinces getting together on a mutual 
program of general economic planning. 
Their common bond is opposition to the 
western provinces, which are trying to 
put over some sort of Dominion subsidy 
for their own indebtedness. 

The plan of the alliance seems to be 
that Duplessis will keep banging away at 
“western extravagance” with the idea of 
attracting into this new Quebec-Ontario 
axis one or more of the Maritime 
Provinces to the east. (For circumstan- 
tial reasons, Duplessis can play this tune 
more safely than his ally.) Hepburn, on 
the other hand, is to play the power 
angle, and the way he is playing it is 
nothing more than good old orthodox 
Canadian politics—pinning a Yankee 
label on the opposition. 

First of all, get this brief background, 
if you haven’t been reading the news re- 
ports: Hepburn came into office to find 
the Ontario Hydro Commission bound, 
under contracts executed by his predeces- 


JAN. 6, 1938 


sors, to take much more power from 
private generating companies in Queber 
than the commission during that depres. 
sion period could possibly use. He tried 
to cut the Gordian knot by having his 
provincial legislature annul these con- 
tracts out of hand, but the courts caught 
up with him. At this point Hepbum 
found himself at the crossroads. Quebec 
was sore at him for running out on its 
power industry. Ottawa (meaning Mac- 
kenzie King) was flirting with him to 
espouse the St. Lawrence project which 
would bind the province to more power 
than ever at much more immediate ex- 
pense. In turn, Washington, under the 
New Deal, had been flirting openly with 
King. 


Fe a number of reasons, mostly 
economic, Hepburn decided to throw 
in his fortunes with his French neighbors 


as against the Roosevelt-influenced 
Dominion government and the stakes are 
big. There are free predictions that the 
outcome will determine the leadership of 
the Liberal party throughout Canada. 

As for his power dilemma, Hepburn 
seems to be wiggling out of it, not only 
with his face saved but with political 
capital to boot. First of all, he made a 
new contract with the private generating 
companies (which pleased Quebec) to 
take about all the power previously 
obligated but at a greatly reduced rate 
(which saved face in Ontario), and de- 
clared that he could sell what power the 
Ontario commission doesn’t use to pri- 
vate companies in New York state fora 
profit if the Dominion would not inter- 
fere with the export (which puts King 
somewhat on the spot). 

Hepburn followed this up with a fight- 


ing speech charging that King’s refusal 
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KEEPING UP WITH UNCLE SAM 


to support the elimination of the Domin- 
ion ban on exporting power was part of a 
St. Lawrence seaway policy “dictated at 
Washington.” This was a bit stout; but 
it did have the desired effect of putting 
the Dominion in the position of playing 
“Yankee politics” at the expense of the 
chance of Canadian provinces to turn an 
honest dollar on their own account. 

King could do no more than issue a 
dignified denial that Washington had 
ever dominated his power export policy, 
or that he had ever tried to coerce the 
province of Ontario into getting back in 
on the St. Lawrence deal, which has been 
cold since Hepburn came to power. 
Washington unofficially aided King with 
a similar denial of any agreement on the 
subject, but the good citizens of Canada 
are wondering about it all, especially 
about Hepburn’s charges of a “made-in- 
Washington” policy. 

King still has the controlling hand in 
the Dominion legislature to which the 
question of allowing exported power 
will be referred when it meets this month. 
But he won’t have it long if Hepburn 
can prove his charges that King has been 
trying to blackjack the provinces into 
supporting the St. Lawrence treaty. In 
any event, it is now definitely a battle to 
the political death, since the same party 
will not be able to hold both Hepburn 
and King much longer. 

It’s little things like this that make 
our Secretary of State Hull smile wearily 
when his many friends wish him a happy 
New Year. Hull is doing his level best 
to cement trade relations with Canada 
and steer clear of internal faction fights. 
So there must be times when he wishes 
the St. Lawrence flowed straight north 
into Hudson bay and out of his depart- 
ment’s jurisdiction, 


ELL, to get the New Year off to a 
lively start, the fur is really begin- 
ning to fly here in Washington between 
the “states’ rights” bloc and the “power 
bloc’”—now that the FPC has definitely 
dismissed the application of the state of 
North Carolina for a rehearing in the 
matter of the declaration of the Carolina 
Aluminum Company to construct a 


hydroelectric plant on the Yadkin river 
near Tuckertown. 

The states’ righters, led in Congress 
by Senator Bailey of North Carolina, 
were just waiting for the FPC to kick 
out the Tarheel state’s appeal before 
going after the commission hammer and 
tongs. But if they imagined that the 
FPC would back-track in the slightest 
degree, they were in error. On the con- 
trary, the FPC followed up the North 
Carolina case by invoking for the first 
time its general investigatory powers 
under the Federal Power Act against all 
companies owning and operating hydro 
projects on the Yadkin river of which 
there are five of substantial size. 

This means that the commission is not 
only prepared to insist on its regulatory 
jurisdiction over all new projects on all 
streams not navigable in fact, but which 
may “affect” navigation, but is also dis- 
posed even to extend this doctrine of 
“affecting navigation” retroactively to 
obtain regulatory control over existing 
projects (many built before the Power 
Act was passed or the commission 
created). Just what the ultimate intent 
of such investigation may be is not dis- 
closed. Surely, the FPC doesn’t want to 
make private companies pull down plants 
already constructed. 

The FPC has its own champion on the 
Senate floor, Senator Minton of Indiana. 
But the states’ righters insist that the 
FPC is riding for a fall and passing all 
the red lights—just like the NLRRA. 
Something, they say, will have to be done 
about it and they propose to do it during 
the coming regular session. So stand by 
for further detonations from station 
FPC, 

Incidentally, the recent action of the 
FPC in approving (3 to 1) the applica- 
tion for the reorganization of the St. 
Louis Gas & Coke Company, reveals 
three interesting side lights over and 
above the purport of the decision itself: 
(1) The FPC is peeved at SEC’s prior- 
ity under the Power Act (§318); (2) 
FPC will grow stricter as SEC grows 
more lenient; (3) Member John W. 
Scott (Senator Minton’s protegé) is now 
playing left end on the FPC line-up. 
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Financial News 


Favorable Straws 


A’ a becalmed mariner wets his finger 
to detect the first faint signs of 


wind, business men are closely watching: 


current statistics for any indication that 
the worst is over. Some favorable signs 
are now beginning to appear. 

After a continuous decline since Au- 
gust 13th, the Times’ weekly business 
index has turned slightly upward for the 
week ended December 11th. One of our 
best business barometers, the price of 
scrap, has turned upward. Both the daily 
indices of commodity prices—Dow- 
Jones’ futures index and Moody’s spot 
price index—have improved moderately 
in the past three weeks ; by the middle of 
December, the former had regained 
about 6 per cent of its decline since July, 
and the latter about 8 per cent. 

Retail trade and the building industry 
continue to make a relatively favorable 
showing. Department store sales in 
November were one per cent higher than 
last year, although due to an additional 
business day the Federal Reserve’s index 
dropped three points. November build- 
ing permits for 215 cities were $75,506,- 
623, a gain of 8 per cent over last year. 


and 
Comment 


By OWEN ELY 


The machine tool industry is another 
bright spot, largely due to foreign de. 
mand, and the outlook for aviation is en- 
couraging. On the other hand, retail 
automobile sales are reported receding 
sharply, and the clogged second-hand car 
market threatens a further check on new 
car sales, most of which involve tum- 
ins. 

Security markets made a moderately 
better showing in the first half of Decem- 
ber. The Dow-Jones’ 40-bond average 
recovered nearly one-fifth of its decline 
since July, and the industrial stock aver- 
age about one-eighth. However, utility 
stocks, which led the late November up- 
turn, have lost about half their gain, as 
the administration has dallied with its 
reconciliation program. Results art 
awaited from further presidential con- 
ferences with utility executives, reported 


pending. 
¥ 


Estimated 1938 Earnings 


AINE, Webber & Co. have compiled 
some estimated 1938 utility earnings 
for leading stocks, on the assumption 
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that there may be a decline of 10 per cent 
in gross revenues and a saving of 8 per 
cent in operating costs, maintenance, and 
taxes. As indicated in the last column 
to the right of the table on page 34, 
the revenue declines for the different 
companies in 1930-33 varied consider- 
ably — Consolidated Gas of Baltimore 
losing only 3 per cent of its gross dur- 
ing that depression, while Detroit Edi- 
son’s revenue dropped 23 per cent. Thus, 
it is unlikely that the anticipated 1938 
decline will be similar for all companies. 
However, the figures show the degree of 
“leverage” for each stock, 

It seems unlikely that the industry 
will make as poor a revenue showing as 
the Paine-Webber estimate, unless busi- 
ness remains at or below current levels 
for the entire year 1938. There should 
also be some savings from 1937 refund- 
ing operations. 


a 


Readjusting Commodity Prices 


T is generally recognized that one of 
our major cyclical difficulties is mal- 


I 


e 


adjustment of commodity prices. As in- 
dicated in the chart below, prepared 
by government statisticians and repro- 
duced in The Annalist, there is a wide 
degree of variation between “most sensi- 
tive” and “least sensitive” prices. Econo- 
mists have no program to correct this 
condition, but the administration evi- 
dently wants to do something about 
it. In 1933 efforts were concentrated 
(through dollar devaluation) on raising 
the “most sensitive” price level to aid 
farmers; now, with farmers in a sound 
position, the objective is to lower the 
“least sensitive” prices in order to stimu- 
late construction. 

This tends to explain the recent re- 
vival of the antitrust program, the Presi- 
dent’s remarks about building costs, the 
Federal Trade Commission inquiry into 
the cost of living, and Mr. Eccles’ Chi- 
cago statement: 

I feel that the resumption of an ordinary 
recovery depends upon the adjustment 
downward of those monopolistic or con- 
trolled prices and wage rates which still re- 
main too high in relation to consumer pur- 
chasing power, and an adjustment upward 
of such prices and wage rates as may be too 
low in relation to the cost of living. 
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It remains to be seen what further steps 
the government may take to énforce its 


new ideas. 
* 


How Big Are Inventories? 


6 he present typical business depres- 
sion reflects a race between (1) re- 


duction in business activity, and (2) cur- 
tailment of consumer spending and 
building activity. Careful analysis of 
inventories should furnish a valuable 
clue to forecast both the approach and 
the termination of every depression, but 
unfortunately we have no complete sta- 
tistics and must depend on the diverse 
and assorted data available. 

In 1929, superficial observers thought 
that “hand-to-mouth buying” prevailed, 
as contrasted with the heavy “advance 
buying” which caused the 1921 crisis. 
Yet the inventory problem proved even 
worse than in 1921. The same diversity 
of opinion is apparent today, some com- 
mentators holding that inventories are 
not burdensome, while others consider 
them a major problem. “The Trader” in 
Barron’s makes the following comment: 


. .. Consumer goods, which should be the 
most responsive to any improvement in busi- 
ness, offer a formidable problem at the 
moment. Take the automobile industry. 
Some light was cast on its status by Vice 
President Wilson of General Motors, who 
stated that GM dealers had 238,000 used 
cars on hand November 20th, against 178,000 
a year ago, and that new car stocks were 
85,000 units ahead of the corresponding time 
in 1936. In Detroit it is held that dealer 
stocks of the “Big Three” are probably in 
excess of 700,000 cars. The Detroit Times 
reports that a special investigation by Fed- 
eral officials for President Roosevelt indi- 
cated that 1,500,000 used car units are now 
in dealer hands, as compared with a normal 
600,000 to 800,000. 

Not much has been heard of radios, but 
the situation here is even more acute. Au- 
thoritative figures reveal that manufacturers 
and distributors have on hand the biggest 
inventory of radio sets in the history of the 
industry, in excess of 1,800,000, as against 
about 600,000 a year ago. ... 

Incidentally, there are factors which fur- 
ther complicate the problem of the radio 
industry. Any number of radio dealers 
handle electric refrigerators, because in the 
past the selling seasons for both products 
were nicely divided and permitted of year- 
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round merchandising efforts. Now, how- 
ever, the change of model dates has thrown 
the seasons out of kilter; radios are shown 
in April and refrigerators in November. 
Consequently, distributors burdened with 
radios are in no shape to take on at this 
time normal quotas of refrigerators. 
Again, take cotton textiles, extremely 
sensitive to fluctuations in consumer de- 
mand. It is estimated that unsold stocks of 
print cloths in the hands of cotton mills as 
of November 30th totaled 120,000,000 yards, 
against 4,000,000 yards at the low point of 
last spring. But unfilled orders November 
30th were only 10 per cent of the spring ag- 
gregate. Since there had been no real reduc- 
tion in operations until the last week of 
November, severe curtailment is in order 
for some time to establish proper relation- 
ships between cost and finished goods prices. 


T may be of interest to analyze the few 
major indices of inventories which 
are available. Standard Statistics’ com- 
pilation of balance sheet figures for a 
large number of corporations gives the 
following inventory totals for the end of 
each calendar year, in billions of dollars: 


399 22 25 Total 
Year IndustrialsUtilities Railroads 446 Cos. 
1927 $133 $320 $5,374 
1928 142 278 5,529 
1929 160 277 6,111 
1930 161 267 646 
1931 140 234 4,735 
1932 114 197 4,040 
1933 119 185 4,453 
1934 118 189 4,749 
1935 118 179 4,996 
1936 126 194 5,482 


Judging from the above figures, corpo- 
rate inventories should be less burden- 
some than in 1929—although consider- 
able expansion doubtless occurred in the 
spring of 1937. 

In September, 1929, the Department 
of Commerce index of raw materials 
(after an adjustment for seasonal vari- 
ation) was around 163, compared with 
the 1921-25 level around 100. The index 
remained irregular during 1930-31, but 
had advanced close to the 200 level by 
the summer of 1932 when the stock 
market reached bottom. From. that 
point, with business activity on the up- 
grade, the index retreated to 104 in the 
spring of 1937. It has now advanced to 
150 for September and October, and 
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e figure was expected to be still higher 
bround the year-end. The raw materials 
included are chemicals, foodstuffs, 

etals, and textiles, hardly a representa- 
ive cross-section. 

The department’s index of manufac- 
ured goods (based on chemicals, foods, 
forest products, newsprint paper, and 
rubber products) covers such a small 
part of the total field as to have little 
significance. It has never had the wide 
swings of the raw material index and as 
of September, 1937, stood at 114, com- 
pared with 120 in September, 1929. 

The Federal Reserve index of depart- 
ment store stocks in October this year 
istood at 77 compared with 69 a year ago 
(the figures are not adjusted for price 

hanges), despite the fact that October 
sales were 3 per cent ahead of last year. 

While these figures are of interest so 
far as they go, we need more and better 
statistics to throw light on our basic busi- 
mess problem—the time correlation of 
production and consumption, 


¥ 


Prospects for New Financing 


HE first utility bond issue offered in 
some weeks appeared December 
14th—$1,800,000 Associated Telephone 
ompany, Ltd., first “B” 4s of 1965 at 
1024, together with 36,688 shares of 
$1.25 preferred stock at $22.50. 

During November no corporate loan 
of any kind appeared on the market; of 
the $46,564,000 tax-exempt bonds offer- 
ed over half consisted of Home Loan 
Bank debenture 2s. In the first half of 
December financing aggregated $68,000,- 

, including one industrial and one 
tility issue. In December of last year 
$534,637,000 bond issues were placed on 

e market. 

Consolidated Edison has delayed the 
pale of its $30,000,000 debentures to Jan- 
ary 13th. Consumers Power Co. has 
been authorized by the Michigan com- 

ission to issue $12,000,000 bonds for 
ew construction, and early registration 

ith the SEC is anticipated. 

In the meantime, the utilities’ more 
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pressing needs are doubtless being met 
through bank loans. The SEC has ap- 
proved a 2-year bank loan for Northern 
States Power Company. Toledo Edison 
Company has been authorized by the 
Ohio Utilities Commission to issue 
$2,000,000 first 4s of 1942, and pending 
their sale at par to pledge them as secu- 
rity for a long term loan with the Chase 
National Bank. Western Union is re- 
tiring its $8,500,000 collateral 5s due 
January 1st with the aid of bank loans 
obtained from the Chase and Central 
Hanover, running serially at low interest 
rates to 1941. 


LO garda States Power Company, 
subsidiary of Standard Gas & 
Electric Company, has endeavored to re- 
fund $8,100,000 bonds maturing Janu- 
ary lst, but the Federal Power Commis- 
sion has denied the application, stating 
that reorganization under the Bank- 
ruptcy Act would cost less than the re- 
funding plan. The company has out- 
standing in the hands of the public, large- 
ly within the territory where it operates, 
53,044 shares of 7 per cent cumulative 
preferred stock of the par value of $100 
per share, upon which no dividends have 
been paid since 1932, according to the 
commission. The company has also an 
unfunded indebtedness due to its parent 
company, represented to be approxi- 
mately $7,000,000. 
Other utility maturities ($1,000,000 or 
over) during 1938 are the following: 
Amount 
Issue Maturity Out- Approx. 
Hackensack Water Date standing Market 
conv. 5 101 
Atlantic City Elec. 
1,800,000 100 


Ist 5s 
Roc. & Lake Ont. 

Wt. Ist 5s 1,500,000 95 
Central Georgia 

Power 5s 2,300,000 1003 

1,000,000 102 

1,900,000 97% 

3,900,000 773 


Palmer Corp. of 
La. 6s 
Consol. 
The New York Sun makes the follow- 
ing editorial comment on the current 
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trend in favor of private financing: 


Reports from the Securities and Exchange 
Commission indicate that another wave of 
issues by private negotiation, as well as 1- to 
5-year bank credits to corporations may be 
in the making. Investment bankers, them- 
selves estopped from distributing anythi 
but small issues of the choicer munici 
names, in some instances are acting as in- 
termediaries in these private negotiations. 

These occurrences hark back to the spring 
of 1935 before the investment banking com- 
munity knew just how it was to proceed 
under the Securities Act. Commercial banks 
then were in a highly liquid state, too much 
so for the good of their earnings. It was 
the banks themselves that took the initiative 
in extending medium term credit to cor- 
porations, some for refunding of long term 
debt wy some for expansion and working 
capital, 

nsurance companies stood in much the 
same position as commercial banks. pac 4 
had vast accumulated reserves and t 
steps, just like the banks, to find invest- 
ments. Their advantage was that they did 
not have to bother about registering under 
the Securities Act. A substantial total of 
financing was done before investment bank- 
ers got into the swing of the thing. 
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Corporate News 


HE subholding companies of New 

England Power system (Massa- 
chusetts Lighting Companies, Central 
Massachusetts Light & Power Company, 
and Commonwealth Gas & Electric Com- 
panies) have filed plans for liquidation. 
The operating subsidiaries of these com- 
panies are to become direct subsidiaries 
of Massachusetts Utilities Associates. 
Holders of the preferred stocks of the 
first two companies will receive $125 
cash per share plus accrued dividends, 
while the “fair value” of Commonwealth 
Gas & Electric preferred will be deter- 
mined by a committee of disinterested 
persons. Common stockholders may re- 
ceive the fair value of their holdings 


& 


PUBLIC UTILITIES FORTNIGHTLY 





either in cash, or in preferred and com 


mon stock of the holding company. Th¢ 


plan has not been approved by the SE 


The third proposal for merger of the 
Philadelphia Rapid Transit Company 


with its underlying companies has beer 
placed before Judge Welsh by the com 


pany’s directors. Capitalization of thd 


consolidated corporation under the ney 
plan would be $100,235,000, compare( 
with $132,819,000 in the second plan and 
$174,000,000 in the first. 

A suit to collect $40,000 from three in 
dividuals alleged to be responsible for ar 
inaccurate registration statement und 
the Securities Act of 1933 has been in 
stituted. It is the first action in which thé 
provisions governing the civil liability of 
those making registration statements 
have been invoked. The twelve plaintiffs 
claim to have purchased Class “A” p 
ferred stock of American Cities Powe 
& Light Corporation in July, 1936, in 
liance upon the accuracy of the registra 
tion statement. Subsequently, they di 
covered, they assert, that some material 
facts were misstated and that other ma 
terial facts were omitted, 
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Current Earnings 


HE latest available interim state 

ments of important utility systems 
are tabulated in the accompanying table 
Obviously, these results reflect only ir 
small degree the results of the business 
recession, increases in earnings still being 
the general rule. Unfortunately fo 
statistical research, only a few of the 
large systems issue income accounts fo 
the current one-month period in addition 
to the “twelve months ended” statements 
Of these only the following are nov 
available for the month of October: 
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Net Income 
Oct. 1937 Oct. 1936 Gain Loss 
Amer. Gas & Electric ........ $1,157,304 $1,029,259 13% 
Commonwealth & Southern .. 1,303,766 1,365,138 5% 
Public Service of N. J. ...... 2,106,650 2,210,318 1 
Total $4,567,720 $4,604,715 1% 
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FINANCIAL NEWS AND COMMENT 


While the above results give some geo- 
graphic diversification, they probably do 


7 


not reflect very accurately the trend of 
the entire utility industry. 


INTERIM EARNINGS STATEMENTS 


Electric & Gas 
American Gas & Electric 


American Power & Light (Pfd.) . 


American Water Works 

Boston Edison 

Cities Service P. & L. (Pfd.) . 
Columbia Gas & Electric 
Commonwealth Edison 


No. of 
Months 


End 
of 


Included Period 


Commonwealth & Southern (Pfd.) . 4 
1 


Consolidated Edison, N. Y. ...... 


Consolidated Gas of Baltimore 
Detroit Edison 


Electric Power & Light (1st Pfd.) .. 


Federal Light & Traction 
Inter. Hydro-Electric (Pfd.) 
Long Island Lighting (Pfd.) 


Middle West Corp. .............. 


National Power & Light 
Niagara Hudson Power 


North American Co. ............. 


Pacific Gas & Electric 


Public Service Corp. N. J. ........ 


Southern California Edison 


Standard Gas & Elec. (Pr. Pfd.) .. 


Stone & Webster 
United Gas Improvement 
United Light & Power (Pfd.) 


Gas Companies 
American Light & Traction 
Brooklyn Union Gas 
Lone Star Gas 
Pacific Lighting 


Oct. 31 (b) 
Oct. 31 

Sept. 30 (c) 
Sept. 30 (c) 
June 30 (c) 
Sept. 30 (c) 
Sept. 30 (c) 


Oct. 31 (b-c) 


Sept. 30 (c) 
Sept. 30 (c) 
Nov. 

Aug. 31 (b) 
June 30 (c) 
Sept. 30 (c) 
Sept. 30 (c) 
Sept. 30 (c) 
Oct. 31 
Sept. 30 (c) 
Sept. 30 
Sept. 30 
Oct. 31 (b) 
Sept. 30 (c) 


Sept. 30 (b-c) 


Sept. 30 (c) 
Sept. 30 (c) 
Sept. 30 


Sept. 30 
Sept. 30 (c 


Sept. 30 


System Earnings per Share (a) 





Last 
$2.54 $2.19 
6.36 5.89 
1.50 
8.31 
10.51 
0.47 
1.57 
8.14 
2.22 
4.59 
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Previous Per CentPer Cent 
Period Period Increase Decrease 


Sept. 30 ec} 
) 


Sept. 30 (b 


Peoples Gas Light & Coke 
Aug. 31 (b) 


United Gas Corp. (Ist Pfd.) 
Telephone and Telegraph 

American Tel. & Tel. (d) 

General Telephone 

Western Union Telegraph 


RA pee 
ZSBSRIVG 


Sept. 30 (c) 
Sept. 30 (c) 
Oct. 31 (b-c) 


Nes 
828 


Traction, etc. 
Gepphoend Core. ...6...scrccescess 12 
Twin City Rapid Transit 

Systems outside U. S. 


Amer. & Foreign Power (Pfd.) .... 
International Tel. & Tel. (e) 


Sept. 30 (c) 
Sept. 30 (c) 

70 
190 


Sept. 30 (c) 
Sept. 30 (c) 


1.10 


(a) On common stock, unless otherwise indicated following name of company; in some 
cases, Federal surtax not deducted. 

(b) Report also published for month ending same period. 

(c) Report also published for quarter ending same period. 

(d) Parent company only. The consolidated statement for twelve months ended August 
3lst showed $10.46, against $8.86 last year. 

(e) Excludes Spanish subsidiaries and Postal Tel. & Tel. Co. 
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What Others Think 


Securities and the 
‘ Government 


ILL opposition on the part of the 

financial interests force the Securi- 
ties and Exchange Commission to become 
more and more a policing body? Such 
was the threatening question asked by 
George C. Mathews, member of the com- 
mission, in an address before the recent 
convention of the Investment Bankers 
Association of America at White Sulphur 
Springs, W. Va. Commissioner Mathews 
reviewed the basic principles upon which 
the present Securities Act is founded and 
warned his audience that codperation was 
the only way in which the statute can be 
successfully administered. If it fails, he 
hinted, more drastic regulatory measures 
on a wider scale may be necessary. 

A comprehensive program for regulat- 
ing the sale of securities was inevitable, 
according to Mr. Mathews, who said en- 
actment of present laws was only one step 
in the evolution, compelled by conditions 
in our economic system, of regulation of 
business. He declared: 

The same irresistible forces that have 
brought regulation of railroads and public 
utilities, that have resulted in workmen's 
compensation laws covering industrial acci- 
dents, in food and drug legislation, and in 
control of competitive practices, brought 
them along. Their enactment was only the 
political recognition of economic and social 
forces that would not longer be denied. 


Mr. Mathews said the investment 
banking business had a dual function in 
our national life: First, to furnish the 
means whereby the savings of the people 
were made available for productive enter- 
prise ; and second, to guide those savings 
into meritorious channels of investment. 
It was the latter function in which the 
SEC was interested primarily, he as- 
serted. 


HE purpose of the Securities Act of 
1933 and the Securities Exchange 
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Act of 1934 was to minimize the deficien- 
cies in our investment system, Mr, 
Mathews said, stating: 


In this effort, the government needed the 
earnest support of the thoughtful and re 
sponsible members of your business. Un. 
fortunately, however, there was no adequate 
meeting of minds. The proponents of th 
laws naturally centered their attention on the 
second function, while many of the mor 
outspoken representatives of the securities 
business seemed still to be unable to se 
clearly the great importance of that func. 
tion. 

The proponents of the laws justified them 
by arguing that they were essential to assure 
soundness of investment. The opposition 
charged that they would choke up the capital 
markets and prevent the offering of securi- 
ties. We do not need very long memories to 
recall how insistently it was contended that 
the liability provisions of the Securities Ac 
made financing impossible. 


Mr. Mathews cited the registration 
statements to show the heavy volume of 
financing in 1935 and 1936, but did not 
mention that the greater part of that 
financing was for refunding purpose 
and did not represent a flow of new capi- 
tal, Nor did he touch upon the diminish- 
ing amount of effective registration of 
new securities within the more recent 
past. Concerning the proper codperative 
spirit on the part of the investment inter- 
ests, Mr. Mathews stated: 

It seems to me that the immediate program 
should be to study the methods by which a 
effective system of self-regulation may be 
prompted. As I see it, there need be no sur- 
render of the full and final authority of the 
government, but there must be a willingness 
to work with the industry and to realize that 
anything like perfection of the program 
must take time and study, a willingness to 
proceed gradually, and if necessary to re 
trace steps which may prove to have bee 
taken in the wrong direction. 


Howard W. Calkins, commenting on 
Commissioner Mathews’ speech in The 
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WHAT OTHERS THINK 


New York Times, found it more educa- 
tional in tone than the forceful talks by 
members of the SEC before the IBA con- 
ventions in previous years. Said Mr. 
Calkins : 


Interpretations of Mr. Mathews’ address 
by investment bankers were varied and con- 
trasted sharply with the strong feeling of 
resentment evident following the talk by 
James M. Landis, then chairman of the SEC, 
before this group in Augusta, Ga., last De- 
cember. Some slaaneda saw in today’s talk 
a resort on the part of the commission’s 
spokesman to the defensive side of regula- 
tion as against the aggressive attitude that 
characterized previous talks by members of 
the Federal body. 

There was nothing in Mr. Mathews’ talk, 
however, that could be interpreted, in any 
way, as indicating any easing of the existing 
regulations or a retreat from the avowed 
policy of the commission. In fact, the con- 
tention by some investment bankers that the 
flow of capital funds into the market had 
been restricted by the Federal regulations 
was refuted strongly by the speaker. 


Was may be the truth about the 
effect of governmental restriction 
upon the registration of industrial securi- 
ties generally, a recent report of the U. S. 
Bureau of Foreign and Domestic Com- 
merce would seem to leave little doubt 
that the generally antiutility attitude of 
the New Deal has had a definitely sup- 
pressive effect upon private utility 
financing. 

Comparing all industrial divisions in 
1936 with the calendar year of 1929, the 
Bureau of Foreign and Domestic Com- 
merce report shows that the 1936 over-all 
dividend payment was 90.5 per cent of 
that paid in 1929, while the over-all inter- 
est payment was only 82.2 per cent of that 
paid in 1929. A sharp contrast is shown 
in the relation of these general industrial 
figures to the similar figures for the gas 
and electric utilities. In 1936 the latter 
group paid only 67.5 per cent of the 
dividends paid in 1929, but 115 per cent 
of the interest payment in 1929. 

And while on the general subject of 
comparing utility financing with the gen- 
eral industrial financing, some mention 
might be made of the SEC’s own figures 


for the third quarter of 1937. From the 
SEC reports we learn that whereas util- 
ity issues represented 33.5 per cent of all 
security registrations that became effec- 
tive in the third period of 1936, they ac- 
counted for only 15.3 per cent in the 
same quarter of 1937. There has, how- 
ever, been a progressive decline since the 
fourth quarter of last year in the volume 
of all classes of securities effectively 
registered under the Securities Act. Re- 
funding seems to have been practically 
ended. Several utility issues have recently 
been withdrawn from registration be- 
cause of adverse market conditions. 


NOTHER exposition of the same 
thought from a somewhat different 
approach can be seen in the recent state- 
ment released from Washington, D. C., 
by the Committee of Utility Executives, 
which blamed an electric utility construc- 
tion ‘deficit’ of $2,600,000,000, accumu- 
lated in the last five years, on the present 
administratior.’s “fixed punitive policy 
toward the industry.” This policy, says 
the committee, “has so irightened capital 
that it has proved impossible to finance 
most of the needed construction.” 

In addition to this lag between actual 
construction expenditure and what would 
have been spent on the 1923-1932 basis, 
the committee said “next year’s normal 
construction would justify an expendi- 
ture of at least $1,000,000,000. The New 
Deal, in other words, is accused of chok- 
ing up “a vast untapped reservoir of jobs 
outrivaling the programs of PWA and 
WPA.” 

—M. M. 


Some Tuincs Done AND To Be Done. Address 
by George C. Mathews at opening session of 
the Investment Bankers Association of 
America. White Sulphur Springs, W. Va. 
November 3, 1937. 


NATIONAL INcomME, 1929-36. By Robert R. 
Nathan. U. S. Department of Commerce, 
Bureau of Foreign and Domestic Commerce. 
Released October, 1937. Government Print- 
ing Office, Washington, D.C. Price 10 cents. 


STATEMENT released by Committee of Utility 
ag Washington, D. C. October 
31, 1937. 
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PUBLIC UTILITIES FORTNIGHTLY 
A Federal Film Urges River Control 


“Old Man Ribber, he don’ say nuthin’ 
He don’ plant ’taters, 

He don’ pick cotton, 

He just keeps rollin’ 

And keeps on rollin’ along.” 


8 yey lines, sung to the well-known 
aria from the musical score of “The 
Show Boat” of happy memory, form a 
rather lugubrious but appropriate theme 
song for Uncle Sam’s latest effort in 
cinedrama — “The River.” This film, 
second of the object lessons on control of 
natural resources prepared by a New 
Deal agency, was shown at a “preview” 
performance in the Rialto Theatre in 
Washington, D. C., on December 7th be- 
fore a specially invited group which 
included congressmen, high Federal offi- 
cials, diplomats, and a liberal representa- 
tion from the press. Several days later 
it was first released for public inspection 
at another downtown Washington theatre 
and apparently received quite favorably 
by the patrons. 

Following up “The Plow That Broke 
the Plains,” a motion picture which dealt 
with drought and dust storms, “The 
River” portrays the story of unchecked 
rivers and rainfall and closes with a trib- 
ute to the work being done in the Ten- 
nessee valley to hold back the flood 
waters and generate power. 

Altogether, “The River” cost the Farm 
Security Administration, successor to the 
Resettlement Administration which spon- 
sored “The Plow,” slightly under $50,- 
000. Its settings are on the hills, the val- 
leys, and the Mississippi river and its 
tributaries ; its actors the people who live 
there. It was written and directed by 
Pare Lorentz, who made “The Plow,” 
and who, with three camera men, traveled 
up and down the Mississippi valley, from 
Minnesota to the Gulf of Mexico. 

Already praised by numerous motion 
picture critics for its technical excellence, 
“The River” also appealed to its layman’s 
audience through its dramatic qualities, 
as indicated by the close attention given 
its showing and the applause which 
marked its conclusion. 
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| begins with shots of the distant 
sources of the waters which flow into 
the Mississippi, with a narrator— 
Thomas Chalmers—naming in a sort of 
free verse the various tributaries as the 
scenes move on down to the larger rivers, 
which finally merge into the Mississippi, 
and then flow into the Gulf. 

Then it goes back to the Mississippi 
levees, showing Negroes building them 
while, at the same time, others plow the 
fields for cotton. The river boats are 
shown as the cotton bales are rolled 
aboard, and then a blight hits the land in 
the form of war between the states. “We 
fought a war and kept the west bank of 
the river free of slavery forever,” the 
narrator says. “But we left the old South 
impoverished and stricken.” 

The next sequence moves to the North, 
telling the story of the lumber industry 
which stripped most of the forests and 
of the growth of steel mills and coal min- 
ing. To a musical accompaniment based 
on the theme of “There’ll Be a Hot Time 
in the Old Town Tonight,” the trees are 
shown toppling, the logs sliding down the 
sluices and entering the rivers with a 
burst of spray. The narrator says: 

Down from Minnesota 2,500 miles to New 
Orleans we built a new continent. . .. We 
built a hundred cities and a thousand towns, 
but at what a cost. We cut the top off the 

Alleghenies and sent it down the river. We 

cut the top off Minnesota and sent it down 


the river. We left the mountains and the 
hills slashed and burned, and moved on. 


Here the film tells the story of last 
winter’s flood in the Mississippi valley, a 
sequence which was inserted in the pic- 
ture after the original work was com- 
pleted. The first shooting of the picture 
was begun in October, 1936, and the final 
shot was made last January from the 
original script. But shortly thereafter, 
when the big flood started, the camera 
man went back to work. 


I‘ picturing the flood the picture pays 
tribute to the work of the Coast 
Guard, the Army, Navy, and Marine 
Corps, the CCC, WPA, Red Cross, and 
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AT LEAST THEY’RE TALKING PEACE 


Public Health Service. Then it points 
out that after the flood Congress appro- 
priated millions of dollars to aid the re- 
habilitation work, but that every year the 
toll of erosion goes on. “Four hundred 
million tons of top soil—400,000,000 tons 
of our most valuable natural resource 
have been washed into the Gulf of 
Mexico every year.” 

Sharecroppers then are shown making 
their way through a sparse cotton field, 
picking an obviously poor crop. While 
they trudge slowly down the rows the 
narrator says that “poor land makes poor 
people” and “poor people make poor 
land.” Forty per cent of the farmers in 
the valley are tenants, he says, and 10 
per cent are sharecroppers. 


The picture next moves into the home 
of a sharecropper, where potatoes and 
salt pork are being devoured by a host of 
small children. “Ill-clad, ill-housed, and 
ill-fed,” says the narrator, borrowing 
from President Roosevelt, “and in. the 
greatest river valley in the world.” 

The next sequence shows a large relief 
map of the entire Mississippi valley and 
the destruction caused by unchecked 
rivers, then turns to the Tennessee valley 
with this comment: “We had the power 
to take the valley apart—we have the 
power to put it together again.” 

There follows an account of the con- 
struction of the dams in the Tennessee 
valley, designed to build a link of “fresh 
water pools” regulated and controlled for 
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650 miles. Then members of the CCC are 
shown setting out trees on eroded hill- 
sides, soil conservation experts are shown 
working out cropping systems, and atten- 
tion is called to Cumberland homesteads, 
“a model agricultural community” built 
by the Farm Security Administration. 

It closes with a description of power 
generating facilities: “Where there’s 
water for flood control and water for 
navigation—there’s water for power.” 

The musical score was arranged by 
Virgil Thomson, who took most of the 
themes from the so-called white spirituals 
which are described as the ordinary 
music of the rural South. Mr. Thomson 
also composed the score for “The Plow.” 

“The River,” which runs for thirty 
minutes and was given its first private 
showing several weeks ago in New Or- 
leans, now is to be released for general 
distribution, merely requiring that ex- 
hibitors pay transportation charges. Offi- 
cials said that probably from 50 to 75 
copies will be made for distribution from 
Regional FSA offices. 


F  apostiony however, the superb edu- 
cational value of such pictures as 
“The River,” whether done by the gov- 
ernment or by Hollywood, there is legit- 
imate ground for wondering whether 
impression made upon popular audience 
addressed is entirely fair. It is important 
to remember that pictures of this char- 


acter, labeled “educational,” are swal. 
lowed whole at full face value by peopl 
who have their critical guards all the way 
down. They naturally believe that be. 
cause it is “educational,” such cinema lec. 
tures must be good for them, and accept 
them with no- more question of their 
validity than a child would raise to one of 
its mother’s remedies for a head cold, 
And if the process itself proves enjoy- 
able, so much the better. 

But home remedies and government 
“education” alike are regrettably fallible, 
And in the case of “The River” there is 
conveyed the unmistakable impression 
that all of the trees chopped down by our 
forefathers were sinfully wasted, all of 
the mineral wealth destroyed, and the 
other resources as uselessly dissipated as 
if they had all been carried out to sea with 
the eroded topsoil. Now maybe if the 
government camera men had taken a few 
additional airplane views of some of the 
innumerable homes built on this conti- 
nent with the milled timber and some of 
the many cities wrought with the ex- 
ploited resources, compared with the vir- 
gin wilderness of the precolonial era, the 
audience would see that our national 
valuable heritage has not been entirely 
wasted, 

This is not to suggest that “The 
River” is blatant New Deal propaganda. 
But it does not tell the whole story. 

—M. M. 





Brief Digests of Recent Documents, Articles, and 
Addresses on Matters of Utility Interest 


THE CHALLENGE OF THE Droucut. Address 
by John C. Page, U. S. Commissioner of 
Reclamation, delivered before Nebraska 
State Historical Society, Lincoln, Neb. 
October 1, 1937. 


THE IpEALs or A Business Man. Address by 
Sir Edward W. Beatty, G.B.E., K.C., LL.D., 
chairman and president, Canadian Pacific 
Railway, before 25th annual meeting of the 
Chamber of Commerce of the United States, 
Washington, D. C., April 30, 1937. 


REGIONAL PLANNING: Part V.—REp RIVER OF 
THE NortH—August, 1937. Prepared by the 
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National Resources Committee. 80 pp. For 
sale by the Superintendent of Documents, 
Washington, D. C. Price, 25 cents (paper 
cover). 


State RecuLation or Pustic Utiuities. If 
any regulation has failed in this country, it 
has been financial regulation, not utility 
regulation. By Louis H. Egan. Industrial 
News Review. March, 1937. 

Roman Rivers. By L. M. Klauber. Gas. 
September, 1937. 

Mr. Klauber rises to the defense of com- 
bined gas and electric service by the same 
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utility company. Admitting that competition 
between separate services is a healthy con- 
dition, he does not believe it necessarily re- 
quires separate company organization. He 
says: “Better to be a Roman Rider guiding 
both horses toward a definite destination 
than to ride a horse wherein a race against 
a rival, rather than a destination, becomes 
the goal.” 


INSTALMENT SELLING: THE REAL SITUATION. 
Number 8 of a series of special reports of 
the editorial staff of Business W eek, appear- 
ing in the November 13, 1937, issue of that 
magazine. 

Is America sold out to tomorrow? Is 
mounting retail credit—on time—as dan- 
gerous as the bulbous use of bank funds in 
the 1929 stock market? These questions 
have become insistent again, and economists, 
bankers, retailers, and finance companies 
have joined in a common assault on long 
terms and short down payments. The agi- 
tation called for a fresh, unprejudiced 
analysis of the instalment device to antici- 
pate next year’s pay check. Business Week 
made this analysis, using up-to-date statis- 
tics to do it, and carried it through to the 
basic conclusion that the immediate instal- 
ment-selling outlook is not alarming. 

However, the report adds: “. . . if instal- 


ment volume increases much more rapidly 
than earning power—if workers mortgage 
say 20 per cent to 25 per cent of the future 


income—then the danger of serious defer- 
ment of purchases at the outset of a depres- 
sion would be something to reckon with. 
Consumers, then, would be in a contractual 
vise. Consider, however, the likelihood of 
that happening. It would be necessary to 
assume that the country would go crazy on 
retail credit, just as it went credit-crazy in 
stocks in ’29.” 


Hyproetectric Power Costs. Address by R. 
A. C. Henry, general manager, Beauharnois 
Light Heat & Power Company, before the 
Canadian Society of Accountants and Engi- 
neers, Montreal, October 29, 1937. 

To those serious laymen who are in- 
terested in or concerned with the economics 
of electric power construction and operation, 
but who are prone to become lost in the 
technical maze of such discussions as steam 
versus hydro economy, this paper by R. A. 
C. Henry would be an excellent starting 
point, because the fundamentals of power 
utility costs are discussed with clarity and 
simplicity. 


A Manacer’s Diary oF A Power Strike. By 
L. P. Cookingham, city manager, Saginaw, 
Michigan. Public Management. October, 
1937. 

Mr. L. P. Cookingham was city manager 
of Saginaw, Michigan, during the period 
(June 8-June 10, 1937) when the striking 


members of the United Automobile Work- 
ers Union pulled switches and cut off power 
to that city. The subsequent problems in- 
volved and what the city did about them 
are revealed in a log of events kept by Mr. 
Cookingham in meticulous detail. How 
ordinary police and health services were 
kept going in a city under such circum- 
stances were discussed in this article. 


Wary a Dmemma 1n Coat Sezecrion! A 
plea for more careful study of proper coal 
utilization. Remarks by J. E. Tobey, man- 
ager, Fuel Engineering Division, Appala- 
chian Coals, Inc., at meeting of Power Sec- 
tion, Metropolitan Chapter, American So- 
ciety of Mechanical Engineers, New York 
City, October 19, 1937. 


EpUCATIONAL ProGRAMS FOR RURAL ELECTRI- 
FIcATION. Address by Albert V. Krewatch, 
specialist in agricultural engineering, Uni- 
versity of Maryland, before Rural Electric 
Division at the annual meeting of the Ameri- 
can Society of Agricultural Engineers, 
Urbana, Illinois, June 23, 1937. Joricultaral 
Engineering. October, 1937. 


Cost or DistrisuTion or Exvectricity. B 
Barclay J. Sickler. The Journal of Land 
Public Utility Economics. August, 1937. 


The conclusions which have been derived 
in this study are summarized in the follow- 
ing paragraphs: 

1. The Federal Power Commission’s study 
indicates that average distribution property 
per customer tends to be higher in cities 
with larger consumption per customer. 
Lowest average investment per customer 
exists in the cities with 70,000-107,000 popu- 
lation. The cities both smaller and larger 
than this group have higher ratios. 

2. Analysis of costs of distribution prop- 
erty per customer in Wisconsin cities yields 
the same conclusion—namely, that such 
ratios tend to be higher when use of elec- 
tricity per customer is larger. In addition, 
the Wisconsin study indicates a tendency for 
higher ratios in smaller communities. 

3. When cities of the same class are com- 
pared, the average investments in distribu- 
tion property per customer determined by 
the Federal Power Commission and by 
analysis of Wisconsin data are very similar. 
This indicates that averages determined 
from the FPC data are probably applicable 
to Wisconsin conditions. 

4. Distribution operating expenses 
customer in the cities studied by the Fed- 
eral Power Commission average lower in 
larger cities. Apparently, such expenses per 
customer are not affected by the average 
amount of current consumed per customer. 

5. Analysis of expenses per customer in 
Wisconsin discloses that these are affected 
by several factors: 
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PUSSY CAT, PUSSY CAT, WHERE HAVE YOU BEEN? 


a. Such ratios tend to be different in com- 
panies of different ownership groups, and 
lower in municipal than in private utilities ; 

b. Distribution and utilization expenses 
per customer tend to be higher in companies 
with larger percentages of rural customers 
to the total; 

c. Distribution and commercial expenses 
per customer tend to be lower in utilities 
serving larger communities; 

d. New business expense per customer ap- 
pears to depend primarily on the policy of 
the management ; 

e. General and miscellaneous expenses 
per customer tend to be higher in the smaller 
companies and in those with larger percent- 
ages of rural customers. 

6. Wisconsin’s municipal utilities and pri- 
vate companies, other than Group A com- 
panies, have lower average expenses per 
customer than the cities studied by the Fed- 
eral Power Commission (considering distri- 
bution, utilization, commercial, and new 
business). 

7. Costs of electric distribution in the 
average city of over 10,000 population, based 
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partly on FPC data and partly on Wiscon- 
sin costs, are covered by a rate of 3 cents to 
34 cents per kilowatt hour in the first block 
of 50, except in the average Group A com- 
pany. On this basis most distribution costs 
are covered by the rate on the first 50 kilo- 
watt hours. This figure does not include any 
allowance for generation and transmission 
costs. 


PROTECTION OF INVESTORS BY PuBLic AUTHOR- 
1ry. Address by Edward B. Hall, former 
president of the Investment Bankers Asso- 
ciation of America, before the 20th Annual 
Convention of the National Association of 
Securities Commissioners, French Lick 
Springs, Ind., October 13, 1937. 

Agreeing that the Federal regulation of 
securities is sound in principle, that the 
preter attitude of the SEC is reassuring to 

usiness markets, Hall called atention to the 


dangers of legitimate enterprise and business 
initiative being smothered by overregulation. 
He said the country should look to the state 


security commissions not only for protec- 
tion against fraudulent operators and secur- 
ity promoters, but also against well-inten- 














tioned weavers of unnecessary and burden- 
some red tape. Mr. Hall pointed out that 
some of the old auto manufacturing com- 
panies were doubtless organized as dishonest 
stock-selling schemes but that it would have 
been unfortunate in those pioneering days of 
the automotive industry if new promotion 
had been hamstrung with red tape. Mr. Hall 
concluded : 

“No doubt some people lost a great deal 
more money than they could afford to lose 
in automobile ventures that failed to survive, 
but is it not fair to assume that most of the 
money was raised from surplus funds which 
the owners could afford to risk, through the 
use of that great discovery, the limited 
liability corporation, which enables a man to 
take a share in a venturesome project with- 
out endangering the rest of his estate, with- 
out risking the loss of his farm, his home, or 
his own business.” 

HyproELEcTRIC Resources oF CANADA. Bulle- 
tin prepared by the Minister of Mines and 
Resources. Released at Ottawa, December 
14, 1937. 

This bulletin which discusses the richness 
of Canada in hydroelectric resources gives 
some interesting facts about the extent to 
which hydroelectric development has taken 
place in the Dominion, particularly in 
Ontario and Quebec. Among other interest- 
ing facts presented are: (1) Up to the 
present installation not more than 16 per 
cent of the total potential hydro resources 
has been developed; (2) these developed re- 
sources furnish more than 98 per cent of the 
electric energy used in Canada; (3) more 
than 60 per cent of the Canadian population 
enjoy the benefits of electricity; (4) the 
total investment in electric facilities in Can- 
ada, including generation, transmission, and 
distribution is placed at $1,600,000,000. This 
for a total Dominion population ‘of a little 
more than 10,000,000 people; compare this 
with the total investment in United States 
power facilities of approximately $14,000,- 

: for a population of 130,000,000 
people. 

BoNNEVILLE AND THE NortHwest. Address by 

J. D. Ross, Bonneville Administrator. Mass 

Meeting, Portland, Ore., November 12, 1937. 
Mr. Ross covered 16 specific points in out- 

lining his future policy for administration of 

the Bonneville project. Principal among 
these were: (1) His emphasis on the prin- 
ciple that “Bonneville power is for everyone 
who is logically within its proper radius of 

service,” and should be at the same time a 

self-liquidating and “humanitarian” project ; 

(2) allocation of Bonneville total cost, $50,- 

,000, must await action of the FPC, after 

which the power cost will be amortized over 

forty years at 34 per cent interest and 1.83 

per cent of capital cost; (3) annual expense 

of operating Bonneville by the Army Engi 
neers is estimated at $279,200 for two gen- 





WHAT OTHERS THINK 





erators, $533,500 for 6 generators, and $771,- 
500 when all 10 are tied in; (4) retail Bon- 
neville rates are still under “study” and 
Ross did not say definitely whether the gov- 
ernment would attempt to fix retail rates or 
not, although there were broad hints that 
local rate making would be a local responsi- 
bility; (5) early transmission tie-in between 
Bonneville and Coulee was urged and a very 
optimistic outlook for a power market was 
suggested (“demand for power in western 
Washington has doubled —e five and one- 
half years except during the depression, and 
now the coming years must make up for that 
depression”) ; (6) although the Bonneville 
law requires that half of its power be re- 
tained for public power districts, Mr. Ross 
hinted that he would maintain a strict 
“hands off” attitude on the question of 
ownership of distribution facilities and 
would gladly do business with the gg 
power companies; (7) for a long-ran plan, 
Mr. Ross suggested tying in munici ~_ “1 
of Seattle and Tacoma with Bonnevil 
Coulee and southward into California to ae 
in later with plants all down the coast to 
Los Angeles. 


A Contrast In “Perrecr” Towns. By Charles 


a Nation’s Business. December, 

This article is an interesting but very 
critical study of what has happened to the 
“model” town of Norris, Tenn. Since the 
completion of Norris dam, TVA’s ideal com- 
munity, according to this author, has drifted 
into a very undesirable condition. Taxes are 
higher, inhabitants are getting dissatisfied, 
the model buildings are deteriorating, and 
other difficulties suggestive of other New 
Deal experiments in community planning 
(such as Reedsville, W. Va.) are becoming 
apparent. It may be that the author is try- 
ing a little hard to make out a case. 


Our ProsLeMs AND How WE ARE ENDEAVOR- 


ING TO SotveE THEM. Address of Alexander 
M. Mahood before the Public Utilities As- 
sociation of West Virginia, White Sulphur 
Springs, W. Va., September 17, 1937 
Because of this speaker’s position as presi- 
dent of the National Association of Railroad 
and Utilities Commissioners, as well as being 
a member of the West Virginia Public Serv- 
ice Commission, this resumé of current 
regulatory problems is of more than pass- 
ing significance. Most interesting, in view 
of the recent revival of the “prudent invest- 
ment” theory of rate making, is the speak- 
ol opposition to a bill now being pressed 
y U. S. Senator Minton of Indiana (S. B. 
B10) which would require Federal courts 
to determine rate case injunctions on the 
basis of prima facie evidence of prudent 
investment value. President Mahood advo- 
cated passage of the so-called Lea bill (H. 
B. 6586) which would place interstate gas 
operations under the regulatory supervision 
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of the Federal Power Commission and 
stressed the importance of recent efforts of 
the National Association of Railroad and 
Utilities Commissioners to bring about uni- 
form practices in classification of accounts 
for various public utilities—all of which 
stressed the modern conception of “original 
cost” accounting. The speaker concluded 
with a review of the splendid record of the 
West Virginia commission in administering 
effective regulation in that state and with an 
appeal for continued effort by private elec- 
tric utilities in the field of rural electrifica- 
tion, 


REesutts or MuwnicipaL LIGHTING PLANTS. 
Fifth Edition, 230 pp. Published by The 
Burns & McDonnell Engineering Co., Kan- 
sas City, Mo. Price $2. 

This annual municipal plant rate book 
should be a regular addition to the library 
of all those who are interested in private 
electric utility rates, as well as in municipal 
plant rates, or, more especially, in a com- 
parison of both. The Burns & McDonnell 
directory never has been and does not pur- 
port to be a comprehensive list, although it 
does seem to be growing each year. The 
fifth edition covers 512 out of about 1,900 
municipal electric plants operating in the 
United States today. It is obvious, however, 
from even a cursory examination that the 
omissions are not the result of any studied 
purpose but simply based upon all the avail- 
able data which the publishers have been 
able to assemble. And anyone who has ever 
tried to assemble such information in the 
municipal plant field will readily concede 
that the firm of Burns & McDonnell has 
been extraordinarily successful. 

Aside from the very service of collecting 
a comparative record of municipal plant 
rates alone, the principal value of this 
volume lies in the fact that not only rate in- 
formation but operating and financing data 
have been reduced to a common form, 
facilitating comparison. Until such a time 
as some agency (perhaps the government) 
undertakes the prodigious and thankless task 
of collecting such information from all 
municipal plants without exception, this 
volume represents about the most complete 
information in this field obtainable. Inci- 
dentally, the book has a very ingenious 
patented ring binder. 


RESIDENTIAL RATE REDUCTIONS AND RECOVERY 
In SMALL Communities. By Edwin Ven- 


nard. The Journal of Land & Public Utility 
Economics. August, 1937. 

This is a detailed and rather scientific 
analysis by an executive in charge of the 
rates of the Middle West Service Company 
of the relationship between electric rate re- 
ductions and general economic recovery in 
small communities. The author’s conclu- 
sions are as follows: 

1. Properly designed rate schedules auto- 
matically provide a decrease in average rate 
for all increased use of electricity. 

2. Decreased rates will probably always 
result in a limited increase in kilowatt-hour 
sales but not necessarily an increase in gross 
revenue nor net revenue. The nature of the 
rate schedule must be carefully analyzed be- 
fore it is reduced as a means of providing 
more revenue. If it is properly designed and 
is sufficiently low and competitive, there is 
no need to reduce it further for this pur- 
pose. Reductions then should be made as 
earnings justify the reduction. 

3. Recovery from a rate reduction is a 
difficult matter to determine, but there are 
methods that lead to fairly accurate conclu- 
sions. As present rates are fairly low, 
especially for increased use, a much greater 
increase in sales is required to provide com- 
plete recovery from a rate reduction. A com- 

lete recovery in gross or net revenue still 
eaves the company considerably short of 
complete recovery in per cent return on the 
investment. Complete recovery is only 
realized when the company’s net return after 
the reduction is the same as that before. In 
the hypothetical case which is typical of 
utilities operating in small communities with 
promotional rates, the company is required 
to increase its kilowatt-hour sales by 25 per 
cent in order to recover completely from a 
5 per cent rate reduction. 


Facrs asout Power. Pamphlet issued by 
the U. S. Chamber of Commerce, Washing- 
ton, D. C. 

The role of electric power in the upbuild- 
ing of America is reflected in this pamphlet. 
The facts are taken from official and 
authoritative sources and collectively show 
that the United States not only leads the 
world as an actual and potential power- 
using country, but also leads in the use of 
power per worker. It uses more than a third 
of the world’s output of electric energy and 
has nearly a third of the world’s developed 
water power. 





B hers - P. Boylan, president and general manager of the Rochester Tele- 
phone Corporation, reports that a young woman, applying for the 
installation of a telephone at the Stone street office of the corporation, 
was asked by the solicitous clerk: 

“Will you have a standard, or a French phone?” 

“Oh, Gawd, not French,” protested the new subscriber. “I can’t 
understand a word of it.” 
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The March of 
Events 


“Peace” Conferences Continue 


HE New Deal has attacked and will con- 

tinue to attack the abuses which exist 
only in a small minority of public utility com- 
panies, President Roosevelt asserted at a press 
conference on December 21st. This attack has, 
however, been unjustifiably magnified through 
a campaign of fear engendered by members 
of that minority, he stated. 

The President's comments were made at a 
White House press conference which followed 
immediately after the call at his office of 
William H. Taylor, president of the Philadel- 
phia Electric Company, Frank R. Phillips, 
president of Duquesne Light Company, of 
Pittsburgh, Chairman Frank R. McNinch, of 
the Federal Communications Commission, and 
Senator Guffey of Pennsylvania. 

The two utility officials, President Roosevelt 
said, agreed with him in a general way on the 
principles of the prudent investment theory 
of utility plant valuation as set forth by 
Justice Brandeis in a Supreme Court opinion 
thirteen years ago. 


Wire Tapping Disapproved 


TS U. S. Supreme Court on December 
20th ruled, by a 7 to 2 vote, that the Fed- 
eral Communications Act of 1934 prohibits 
use of evidence secured through wire tapping 
in criminal prosecutions in Federal court. The 
court then recess 

The high court reversed a Second Circuit 
Court of Appeals decision upholding convic- 
tions of four New Yorkers on charges of 
smuggling alcohol. The four—Frank C. Nar- 
done, Austin L. Callahan, Hugh Brown, and 
Robert Gottfried—challenged validity of the 
conviction because the trial judge had per- 
mitted evidence obtained by wire tapping to 
be admitted. 

Justice Owen J. Roberts read the majority 
opinion, while Justice George Sutherland 
wrote a dissent in which Justice James C. 
McReynolds concurred. 

Roberts’ opinion said that the clause of the 
Communications Act prohibiting interception 
of messages was sufficiently broad “so to in- 
clude within its sweep Federal officers as well 
as others.” Sutherland’s dissent abhorred 
“Peeping Toms and private eavesdroppers,” 


but contended that exclusion of wire tapping 
for criminal prosecution is out of proportion. 
He said: 

“To put the sworn officers of the law, en- 
gaged in the detection and apprehension of or- 
ganized gangs of criminals in the same cate- 
gory (as eavesdroppers) is to lose all sense 
of proportion.” 

Legal observers at the court session were 
somewhat disappointed that the Supreme 
Court delayed handing down its decision in 
the long-awaited Pacific Gas and Electric 
Case (involving original cost valuation) on 
the last opinion day of the year 1937. Be- 
cause of the holiday recess the earliest day 
an opinion can now be given in this case is 
January 3rd. It was currently believed that 
differences of opinion within the court on this 
on decision might be the cause of the 

elay. 


“Little TVA” Plan 


HE House Rivers and Harbors Commit- 

tee, it was announced last month, plans 
to eliminate from the President’s regional 
planning bill all reference to hydroelectric de- 
velopment, except on the Columbia river 
where the Bonneville dam already is in op- 
eration. 

Draft of a new measure to displace the one 
sent to Capitol Hill along with President 
Roosevelt’s message on the question has been 
started, and it was understood that the new 
bill would provide for a planning board to 
carry out a nation-wide plan for flood con- 
trol, soil erosion prevention, and reforesta- 
tion. 

Provision would be made in the measure 
only for continued operation of the Bonneville 
dam, and, since all reference to power would 
be eliminated, it was understood that the ad- 
ministration was concerned now only with 
hydroelectric development on the Columbia 
and Tennessee rivers. The Tennessee river 
development is embraced in the Tennessee 
Valley Authority Act and does not come un- 
der the provisions of the regional planning 
measure. 

Representative Mansfield of Texas, chair- 
man of the Rivers and Harbors Committee, 
said that the draft of the new bill had started, 
although several witnesses were yet to be 
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heard on the regional planning bill, one of 
the measures for the enactment of which 
Congress was called into special session, He 
said there was a strong feeling in the com- 
mittee toward eliminating the power feature, 
and for continuing the activities of the Army 
Engineers, the Department of Agriculture, 
and the Reclamation Bureau, under present 
plans. These agencies, under the new meas- 
ure, would continue to have jurisdittion, re- 
spectively, over flood control and navigation 
projects, reforestation, and soil erosion pre- 
vention and reclamation. 

The planning board would codrdinate the 
plans of these agencies and form a long-range 
national program. It was planned to group 
projects in three categories: Those most 
urgent for conservation of resources, those 
which are necessary but can wait until the 
money is available, and those which, while 
desirable, can be postponed until the first two 
divisions have been accomplished. 

Mr. Mansfield said he expected a fight over 
elimination of the power program when the 
bill reaches the floors of Congress since there 
are power groups in both houses which would 
like to see the government embark on a na- 
tion-wide program of power developments 
like the TVA. 

According to a special committee of the 
Chamber of Commerce of the United States, 
whose report, condemning the Norris-Mans- 
field bills for creation of regional planning 
authorities, was upheld by an overwhelming 
vote of member organizations of the chamber 
last month, the national aspects of conserva- 
tion should predominate over regional aspects. 

The committee held, according to the cham- 
ber’s announcement, that emphasis can best 
be placed on the national aspects of conserva- 
tion by using the functional type of Federal 
agency that now obtains rather than the pro- 
posed regional Federal agencies. State co- 
Gperation and state representation can best be 
maintained under a dual system of Federal 
and state governments, rather than through 
the intervention of superimposed regional 
governments, federally controlled, it added. 

As evidence that the proposed legislation 
was unnecessary, the committee said that state 
and Federal agencies were now carrying for- 
ward an extensive program for conservation 
of resources without any evidence of lack of 
progress or neglect. 


Holding Company Tests Case 


HE demand of the Electric Bond and 
Share Company for a test of the consti- 


tutionality of the oe rovisions of 
the Public Utility Holding mpany Act 
reached the Supreme Court for the second 
time on December 14th. The government 
joined the request for a speedy determination 
of the issue in which lower courts de- 
cided against the company. 

Twenty-six subsidiaries ‘joined the parent 
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company in an attack upon the sections of the 
law directing all utility holding concerns to 
register with the Federal Securities and Ex. 
e Commission. Thomas D. 

former solicitor general, and John F, Mac. 
Lane, attorneys for the corporation, signed a 
brief carrying criticisms of the law and ask- 
ing for a review of the inferior court rulings, 
The brief charged that the penalty provisions 
of the act, providing for injunctions and bar- 
ring from the mails security companies 
which failed to register, deprived the Electric 
Bond and Share of “ordinary civil rights” 
guaranteed under the Constitution. 

Last March the court for the New York 
Southern Federal District held against the 
utility and its subsidiaries, Judge Julian Mack 
finding that the registration clauses did not 
violate the Constitution. The company ap- 
pealed to the Second Circuit Court, but be- 
fore a trial was held both the plaintiff and 
the government asked the Supreme Court to 
“jump” the case past the Circuit Court and 
render a decision. On June 1, 1937, the last 
day of the last term, the Supreme Court re- 
fused this plea. The case was then heard by 
the Circuit Court, which upheld the District 
Court in an opinion shared y Judges Manton, 
Learned Hand, and Swain. 


Bell-Independent Agreement 


HE United States Independent Telephone 

Association last month announced to its 
members a new schedule of compensation 
agreed upon between representatives of the 
long lines department of the American Tele- 
phone and Telegraph Company and the asso- 
ciation’s committee on special Bell services, 
and approved by its executive committee on 
December Ist. 

This schedule, it was said, met generally the 
request of the association set out in the fol- 
lowing 5-point program: 

(1) In 2-way point-to-point service, 50 per 
cent of the entire revenue shall be considered 
as originating in each territory. 

(2) For short-period and full-period talk- 
ing service, conference, multi-exchange, or 
other similar special services, the entire rev- 
enue for the service shall be divided equally 
among the exchanges involved and be consid- 
ered originating business. 

(3) By the term “entire revenue,” as used 
in (1) and (2), is meant all charges for the 
service, excluding local loop rental and non- 
—— items such as installation and move 


4) 1 In teletypewriter exchange service, the 
definition of “originating business” shall be 
the same as in the toll agreements in effect 
between the Independent company involved 
and the Bell company. 

(5) With “originating business” as defined 
in (1), (2), and (4) as the basis, the rate of 
commission paid t companies in 
connection with these spécial services shall be 
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not less than the rate of commission now re- 
ceived by those Independent companies in con- 
nection with toll business, and to that commis- 
sion there shall be added a suitable allowance 
for equipment furnished by the Independent 
company; provided that in those cases where 
the commission on tolls is based on separate 
percentages of outgoing and incoming tolls 
the percentage to determine the commission 
on the special services shall be the per cent 
the total commission received on such toll 
contracts is of the total originating tolls. 


New SEC Members 


ge seg Roosevelt on December 10th sent 
to the Senate the nominations of Jerome 
N. Frank and John Wesley Hanes to be 
members of the Federal Securities and Ex- 
change Commission. 

Mr. Frank previously had been identified 
with the New Deal in various capacities, 
among them general counsel of the Agricul- 
tural Adjustment Administration. Mr. Hanes, 
a senior partner in the brokerage house of 
Charles D. Barney of New York, is the first 
member of a stock exchange to be nominated 
as a commissioner. 

Mr. Frank, who accepted the position with 
some reluctance, was said to be determined 
to put forward his best efforts to help in the 
task of speeding up the practical application 
of the laws which are administered by the 
SEC. He was nominated for the term expir- 
ing on June 5, 1942, to fill the vacancy cre- 
ated by the resignation of former Chairman 
James M. Landis, now dean of the Harvard 
Law School. 

Mr. Hanes was named for the term which 
expires on June 5, 1940, to succeed James D. 
Ross, who resigned to become the directing 
head of the Bonneville dam project. He has 
been a member of the New York Stock Ex- 
change since January, 1935, and for a time 
was a member of the board of governors. To 
become a member of the SEC, he must sever 
his connections with stock exchanges and 
with other private business interests. 

Immediately after the nominations were an- 
nounced, William O. Douglas, chairman of 
the SEC, expressed gratification at the se- 
lections. 


Favors Rate Cuts 


Ama reduction of electric J need 
rates would allow public utilities to double 
the consumption of power in the United States 
within five years, Frank R. McNinch, Presi- 
dent Roosevelt’s adviser on power questions, 
stated recently. 

He denied that the power industry had been 
“hurt” by the administration’s power policies, 
and asserted that economic history of the in- 
dustry would show the opposite. McNinch 
formerly was chairman of the Federal Power 
Commission and now is chairman of the Fed- 
on Communications Commission. McNinch 
said : 

“If rates are progressively reduced to the 
lowest level consistent with good management 
and fair return on money prudently invested, 
I believe the average consumption of power 
in America might very well be doubled, pos- 
sibly within five years, certainly in less than 
ten years. 

“T think the future is definitely encouraging 
and will call for increased investments from 
year to year by the power industry, to meet 
the public requirements for power. 

“In my opinion the government’s activities 
in the power field have not hurt the private 
power companies. The government program 
has tremendously increased power consump- 
tion. The private companies reaped 90 per 
cent of the increase in production and con- 
sumption and consequent increase in revenue. 
Instead of hurting private power companies, 
I think the program for lower rates promul- 
gated and promoted by this administration has 
been one of the greatest benefits to them.” 


FPC Orders Probe 


HE Federal Power Commission on De- 

cember 17th invoked its investigatory 
powers under the 1935 Public Utility Hold- 
ing Company Act for the first time in order- 
ing an inquiry of five power developments on 
the Yadkin river in North Carolina. 

The Carolina Aluminum Company, sub- 
sidiary of the Aluminum Company of Amer- 
ica, operates three of the power projects and 
the Carolina Power & Light — op- 

erates the other two. 


Arkansas 


Gas Rate Hearing 


if tie state utilities commission last month 
called a hearing for January 14th at Lit- 
tle Rock on its statewide investigation of 
rates charged by the Arkansas-Louisiana Gas 
Company. The commission said the purpose 
of the hearing would be to expedite conclu- 
sion of the inquiry. 


A general investigation of rates char 
by the Arkansas Natural Gas Corporation 
and its subsidiaries, the Arkansas-Louisiana 
Gas Company and the Little Rock Gas & 
Fuel Company, was ordered May 4, 1935, by 
the state commission headed by P. A. Lasley. 
Since the order was issued, the three utilities 
have been merged into the Arkansas-Louis- 
iana Gas Company. 
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The old commission announced in calling 
the rate inquiry that it had conducted a pre- 
liminary survey into complaints made to it of 
“excessive, unreasonable, and unjust” rates 
being charged by the gas companies and had 
found sufficient grounds to justify an investi- 
gation. After six months of the investigation 


the commission ordered a rate reduction of 
$55,000 in domestic rates and $10,000 in com. 
mercial rates in Little Rock and approxi- 
mately 60 other towns served by the utility, 
The gas company complied with the order for 
reduction of domestic rates but declined to re- 
duce rates for commercial consumption. 


California 


Budget Raised 


TS 1938 budget of the Southern Califor- 
nia Edison Company, Ltd., has been ap- 
proved by directors and calls for expenditure 
of approximately $26,000,000 during the year 
for new construction, operation, maintenance, 
pay rolls, and taxes. The 1937 budget called 
for $22,000,000 for these items. Anticipated 
expenditures for 1938 were exclusive of bond 
interest and other disbursements for account 
of capital. 

Principal items on the 1938 budget are pay 


rolls, operation costs and maintenance, and 
new construction, all of which will total about 
$18,500,000. New construction includes com- 
pletion of facilities for bringing Boulder dam 
power into the Edison system. Expenditure of 
approximately $600,000 for completion of the 
transmission line and $1,130,000 for extension 
of the Chino station is planned. The addition 
to expenditures for Boulder transmission 
lines, other transmission line cost, and pre- 
liminary work in connection with construc- 
tion of a new major switching station was 
expected to come to another $1,000,000. 


Louisiana 


Expansion Plans Revealed 


HE Southwestern Gas & Electric Com- 

pany contemplates an expenditure of ap- 
proximately $3,250,000 in the “improvement 
of its service in Louisiana,’ C. Huffman 
Lewis, attorney for the company, told the 
state public service commission last month at 
the opening of the commission’s hearing at 
Shreveport into rates, charges, and practices 
of electric utilities of the state. 


In submitting the Southwestern Gas & Elec- 
tric Company’s answer to the state commis- 
sion’s rule to show cause why there should 
not be a revision of rates, Mr. Lewis declared 
that the company was not coming before the 
commission “as a defendant, but rather as a 
coworker with you to help solve our problem 
as well as your problem.” He said that the 
Southwestern has the lowest utility rate of 
any in the state. The hearing was attended by 
the full commission. 


M ichigan 


Hearing Brings Clash 


| age eg ead of the city of Detroit and 
the Detroit City Gas Company combined 
last month in opposition to the petition of 
Prosecutor McCrea of Wayne county that 
Detroit gas rates be fixed by the state public 
utilities commission. The opposition was ex- 
pressed at a hearing before the commission 
in its offices at Lansing. James O. Murfin, at- 
torney for the company, told the commission: 

“The gas company is not here to oppose 
jurisdiction in the commission. We are will- 
ing to submit our rate problems to any proper 
regulatory body. All we want is a fireside to 
sit down by and discuss our problems. As 
things now stand, this rate-making business is 
a 3-ring circus. We have to go to the city 
council, the circuit court, and the prosecutor’s 
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office. Now they are attempting to add a 
fourth ring.” 

The city representatives, Raymond J. Kelly, 
corporation counsel, and James H. Lee, his 
assistant, denied that the commission held 
jurisdiction. Kelly contended that the consent 
decree of the circuit court under which the 
court becomes a forum for the settlement of 
differences between city and company is in 
effect a day-to-day agreement; and he argued 
that the commission does not have jurisdiction 
wherever there is a franchise or an agree- 
ment. 

City and company representatives combined 
in the suggestion that the proper procedure 
would be Ts the commission to dismiss the 
petition so that the question of jurisdiction 
could be taken to the supreme court for final 
settlement. 
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Toll Rate Cut 


UBURBAN toll rates in the Detroit “zone” 

were to be reduced within a short time, 
it was announced in a statement issued by 
Michigan Bell Telephone Company officials 
and members of the state public utilities com- 
mission following a private conference in 
Lansing on December 14th. The statement 
said details of the reductions had not been 
worked out, but that many customers re- 
quired to pay 10-cent tolls would find their 
charges reduced to 5 cents and some of those 
paying 15-cent tolls would get reductions of 
5 cents and 10 cents. 

Members of the commission said Royal 
Oak, Birmingham, Wyandotte, Trenton, and 
similar communities in the metropolitan area 
probably would get such reductions. It also 
was announced that a program for the ex- 
tension of base rate areas, those areas served 
by an exchange without toll charges, was 
under way. 

The conference was to be resumed on Jan- 
uary 6th when company officials would sub- 
mit additional data to support its claim that 
because of the difference in character of the 
business and the territory involved, intrastate 
telephone rates, from the company’s cost 
viewpoint, must average higher than inter- 
state rates. 

Complaints of discrimination between cus- 
tomers using interstate and intrastate service 
led to the hearings. Company officials claimed 
that this problem was not different from the 
problem of railroad rates where certain in- 
trastate rates are higher than interstate rates 
for the same distance. 


Gets AFL Backing 


[ae of American Federation of Labor 
affiliates in Michigan last month were on 
record in favor of Governor Murphy’s reélec- 
tion in 1938 and of the 4-point labor program 
for which he seeks enactment. 

Nearly 300 representatives of local and 
central groups affiliated with the Michigan 
Federation of Labor meeting in Lansing last 
month urged the governor in a resolution to 
run for a second term. Although his formal 
announcement was withheld, Governor Mur- 
phy was believed to have decided to be a can- 
didate again. 

The conference endorsed the four bills 
which the governor sponsored in the regular 


and special sessions of the state legislature 
early in 1937—a labor relations act, a mini- 
mum wage-maximum hour measure, an anti- 
injunction bill, and the rural electrification 
bills. John Reid, secretary of the Michigan 
Federation of Labor, said the AFL leaders 
prefer to call the latter bills “public owner- 
ship bills.” All the measures failed of enact- 
ment last year, but Governor Murphy has 
hinted that’ they will be introduced at an- 
other special session early in 1938. 


Gas Estimate Raised 


AS engineer’s report purporting to show 
Michigan’s natural gas reserves exceed 
four hundred billion cubic feet, sufficient to 
meet the needs of all lower Michigan, in- 
cluding Detroit, was released last month by 
the Independent Gas Producers Association. 
The report followed the discharge by the state 
public utilities commission of C. K. Wirth, 
its gas engineer since 1933. Wirth had told 
the commission the state’s supply probably 
would not exceed eighty billion cubic feet, and 
the commission felt his estimate was “too 
low.” 

The conflicting estimates of the state’s nat- 
ural gas supply figure in the battle being 
waged between Michigan independent gas 
producers and representatives of Texas and 
Kansas for the rich industrial market of cen- 
tral Michigan. 

The first engagement in the battle was re- 
ported to be before the state public utilities 
commission last month. The Washtenaw Gas 
Company petitioned for approval to con- 
struct a gas line from Ann Arbor to Monroe, 
to tap at that point the Texas line which 
brings gas to Detroit. The independent gas 
producers object. They assert they plan to 
run a natural gas line to connect Flint, Pon- 
tiac, Ypsilanti, Ann Arbor, Jackson, Battle 
Creek, Kalamazoo, Holland, and intervening 
points. They said they had arranged to get 
the $4,000,000 necessary to construct the line, 
once they get approval from the state com- 
mission. 

The engineering report which the gas pro- 
ducers have released to support their con- 
tention they have enough gas to supply all of 
lower Michigan was written by George W. 
Miller. The Miller report declared Ho are 
in Michigan 12 proven natural gas pools, scat- 
tered over 9 counties, with 406 wells brought 
in in commercial volume. 


Minnesota 


Rate Cut Announced 


|B me of a reduced electric rate sched- 
ule, effective January Ist in accordance 
with an agreement made two years ago with 
the St. Paul city council, were announced on 


December 16th by the Northern States Power 
Company. 

The schedule, which applies to residential 
use, will save householders $273,000 in St. 
Paul during 1938, yer G. O. House, 
manager of the St. Paul office. It eliminates 
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the room rate basis of determining charges 
in the home, which has been difficult for cus- 
tomers to understand, it was said. 

The new rates are: 5 cents a kilowatt hour 
for the first 25 kilowatt hours, 4 cents for 
the second 25, 3 cents for the next 50, 24% 
cents for the following 50, 2 cents for the 
next 200, and 1% cents for all in excess. 


This schedule will apply on all single pri- 
vate residences for lighting, incidental use ” 
appliances and domestic power, heating, and 
cooking served through one meter. 

During 1937, House stated, rate schedules 
for other classes of services were revised, 
also under terms of the agreement with the 
council, which resulted in savings of $236,000. 


Mississippi 


Light Profits Cut Taxes 


SUBSTANTIAL reduction in the Centreville 

tax rate has been effected by the suc- 
cessful operation of a municipally owned light 
and water plant. The tax rate has been low- 
ered from 13% to 5 mills, it was announced 
recently. 


The plant was installed eighteen years ago, 
and is at present said to be earning sufficient 
income to pay maintenance costs, retire bonds 
issued for its construction as they mature, 
and pay a large portion of the costs of the 
municipal government. Rates for electricity 
have been lowered slightly during the eighteen 
years. 


Nebraska 


Ross Cites Value of Program 


D. Ross of Seattle told the state’s three 
®major public hydroelectric districts re- 
cently that “an intelligent power program will 
bring, first, cheap water to the farms of Ne- 
braska, and second, cheap power to the peo- 
ple.” 

In a letter to officials of public projects by 
whom he has been employed to appraise pri- 
vate utility properties which would be in- 
tegrated into a public system under pending 
negotiations, Ross wrote: 

“An intelligent program demands that your 
irrigation projects be subsidized by that in- 
dustry which lies closest to it; namely, power; 
and it further demands that power be made 
available to the small communities and the 
vast rural areas at prices that are as low as 
the most favored community.” 

Ross recommended that municipalities and 
the hydroelectric districts—Central Nebraska 
and Platte valley public power and irriga‘ion 
districts, and Loup river public power dis- 
trict—combine in co6perative efforts to “con- 
solidate all electric facilities in the st: ~~ set 
up an integrated network; set about the task 
of allocating the distribution and standby gen- 
eration to the local communities, thus making 
available to every community in the state the 
opportunity to exercise to its fullest extent its 
home rule of power prerogatives.” 


Want Electric Service 


LATTE county subscribers to the number of 
112 of the Skeedee Telephone Company of 
St. Edwards, filed a demand with the state 
railway commission last month that E. C. 
Hunt of Blair, owner of the company, with- 


JAN. 6, 1938 


draw his objections to the building of trans- 
mission lines in their area by the Loup river 
public power project. The commission re- 
cently ruled that the power project would 
have to pay the cost of metallicizing the tele- 
phone company lines, necessary to prevent in- 
terference with phone service, the telephone 
company having properly constructed its lines 
in the first place. The power representatives 
said that REA at Washington had ruled 
against such payments. The cost involved is 
about $2,500. The petition said: 

“We feel that the opportunity now before 
us to receive electrical energy must be taken 
advantage of, that the protest of the telephone 
company, if insisted upon, will for many 
years deprive us of the electrical service now 
knocking at our doors and which we so 
earnestly desire. 

“It is only a matter of a short time any- 
way when the phone company will have to 
metallicize its lines in order to give the kind 
of service that modern phones require. 
Neglect in the company in withdrawing its 
requests will result in sections of the lines 
and phones being abandoned by these peti- 
tioners in order to give the electrical lines the 
opportunity to reach us.” 


Agreement Reached 


river 
blic power district will supply elec- 
tricity to the Platte valley public power and 
irrigation district were agreed upon at the 
monthly advisory meeting of the three major 
Nebraska public stete wergo projects held 
at Columbus on December 1 
H. C. James, of the Middle Loup public 
power and irrigation district, who attended 


Ae oon whereby the ma 
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the meeting, said his district wanted the op- 
portunity of buying or leasing that portion 
of the Western Public Service Company’s 
properties in the district. He based his request 
on the proposed purchase of the Western 
Public Service Company by the Sutherland 
district. The Sutherland group advised James 
to obtain a formal resolution from his board 
and submit it for consideration. 

Officials reported that the North Loup dis- 
trict would complete its high tension line to 
Olean about January Ist, and would buy cur- 
rent from the Sutherland, to be transmitted 
over Western Public lines from the Suther- 
land-Columbus interconnection line at Elm 
City. The Loup district is to supply power 
until siphon repairs are completed on the 
Sutherland project. 

The advisory committee members decided 
to recommend to their boards that in the event 
they purchase the private power companies 
they retain present employees of the com- 


panies and districts, and establish a uniform 
“merit system” for job applicants. 


Ask Second Power Unit 


geen municipal electric lighting system 
was the center of another civic contro- 
versy recently as the result of a petition filed 
at closing time on December 11th, asking an 
election on a city council resolution of ne- 
cessity for purchase of a $65,000 additional 
diesel unit for the city plant. More than the 
required 400 voters signed the petition, which 
dealt only with the resolution of necessity 
and not the purchase itself. 

The city purchased a $50,000 diesel unit 
nineteen months ago, but consulting engineers 
told the council increased demand made the 
present equipment inadequate to meet emer- 
gencies. Purchase of the new unit would bring 
to approximately $250,000 the amount spent 
since the plant was bought in 1915. 


New Jersey 


Electric Rate Cut 


N electric rate reduction by the Public 
Service Electric & Gas Company that 
will save consumers $1,250,000 annually was 
announced for the company on December 17th 
by the state public service commission. 
The reduction was agreed upon in nego- 
tiations begun early in November. Commer- 


cial customers—storekeepers and operators of 
small businesses—will benefit the most, with 
approximately two-thirds of the cut being op 
portioned to their bills and one-third to 
bills of domestic users. Revised rates became 
effective January Ist. 

The new rate slash sent to $15,795,500 the 
total reductions obtained by the state board 
from the utility since 1929. 


New York 


Plan Rate Fight 


p= of more than 300 organizations 
meeting last month in New York city de- 
cided to attack utility rates as the first skir- 
mish in a battle against the high cost of living. 
They approved resolutions calling for re- 
duced gas, telephone, and electric rates, and 
urging the establishment of a municipal yard- 
stick electric plant. A “continuation commit- 
tee” was named to formulate plans for achiev- 
ing these results. 

The panel recommendation on utilities, with 
an amendment adopted by the delegates as 
§7a, was as follows: 

“1. That an immediate and complete ex- 
amination of the facts be made by the city 
of New York to determine the full amount of 
possible reductions in electric, gas, and tele- 
phone rates. 

“2. That an attempt be made by the proper 
city departments to secure such reductions for 
consumers by negotiations with the com- 
panies. 


“3. That the city of New York speedily 
determine whether there is any reasonable 
probability of achieving such reductions 
if not, that it immediately institute form 
rate proceedings before the public service 
commission to bring about these reductions. 

“4, That in such rate proceedings the city 
undertake full responsibility for complete 
presentation to the commission of all factual 
data—valuation, depreciation, proper operat- 
ing expenses, etc. Where the city’s present 
staff is not completely equipped or has not 
sufficient personnel to carry this out in its 
entirety, it should retain the best technical 
personnel available in the field of accounting 
engineering, economics, rate analysis, an 
public utility law. 

“5. That after the conclusion of such rate 
cases the city keep at all times in touch with 
and informed upon the utility situation in 
order to insure further regular rate reduc- 
tions whenever justified, rather than sporadic 
infrequent rate reductions. 

“6. That the public service commission im- 
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mediately remove from operating expense ac- 
counts of utility companies, as items of cost 
which we as consumers now bear, all expenses 
incurred by them for propaganda which is in- 
jurious to consumers or is issued by the com- 
poole to promote or defend their antisocial 
abor policies, and all expenses incurred by 
them in rate cases. 

“7. That the city immediately establish a 


municipal electric plant to serve the consum- 
ers of New York city as a yardstick of fair 
and reasonable rates. Such service to be ren- 


dered at cost. 

“Ja. That the city of New York shall use 
pressure to assure that all labor used by utilj- 
ties shall be union and shall recruit from the 
union whose jurisdiction covers the phase of 


work desired.” 


Pennsylvania 


Rate Reduction Blocked 


Fe the second time in two months a special 
Federal court on December 17th blocked 
the state public utility commission’s fight to 
secure a 30 per cent temporary reduction in 
rates for consumers in York. Three judges 
sitting in Philadelphia as a special statutory 
court temporarily restrained the state com- 
mission from enforcing the slash in the rates 
of the Edison Light and Power Company 
of York. 

But they did not rule on the Edison Com- 
pany’s battle against the constitutionality of 
the new state public utility law, which pro- 
vides temporary low rates may be fixed while 
permanent rates are being determined. In- 
stead, they said they will hold a further hear- 
ing on January 17th. Meanwhile, they ordered 
the company to post a $75,000 bond so con- 
sumers may get a refund if and when the low 
rates are upheld. The judges permitted the 
company to post its own bonds as security 
despite the protest. of counsel for the York 
Utility Consumers’ League. 

Walter Biddle Saul, attorney for the com- 
pany, offered a compromise reduction — 
amounting to slightly more than 15 per cent, 
or $250,000 a year—in the company’s rates, 
but it was turned down by the state commis- 
sion. 

The commission’s order fixed a tentative 


rate base for the company of $5,250,000, al- 
lowing a return of 000, and went into 
detail to substantiate this base. 


Payment under Fire 


HE state public utility commission on De- 

cember 16th ordered further hearings in 
its investigation to determine reasonableness 
of payment of $499,200 annually by the Penn- 
sylvania Power & Light Company to the 
Lehigh Valley Transit Company for use of 
the latter’s old powerhouse at Allentown as an 
emergency station. 

The action followed a report by Commis- 
sioner Richard J. Beamish that the Allen- 
town plant had failed to meet requirements of 
an emergency station when put to the test on 
December 6th. Commissioner Beamish then 
proclaimed a “theoretical breakdown” in the 
company’s system which necessitated use of 
the Allentown plant. 

The state commission explained the pur- 
pose of these hearings was to place on record 
the report of the commission’s engineers as to 
exactly what happened at the Allentown plant 
when the attempt was made to put it into 
operation. The commission, it was said, plans 
to rebut, by this visible demonstration, testi- 
mony given previously by company experts 
to the effect that the plant could be placed i 
mediately on the line in event of emergency. 


South Carolina 


been started in both Columbia and Charleston 


Santee Appeal 


Ne that the appeal in the Santee- 
Cooper power project case would be 
heard in the U. S. Circuit Court of Appeals 
probably on January 17th, and that Charlotte 
had been chosen as the city where the court 
will hear it, was received by W. C. McLain, 
Columbia attorney for the South Carolina 
Electric and Gas Company, one of the three 
privately owned utilities which have asked for 
an injunction against the proposed PWA- 
financed power and navigation development in 
the state of South lina. 

It was also learned that movements had 
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to have the appeals court hear the case in 
either city. The court does on occasion move 
itself to other cities for its hearings, and it 
was considered possible that it might accept 
an invitation from Charleston or Columbia 
for the hearing of the arguments in the case. 

Santee-Cooper is a project that would in- 
volve the diversion, through ge of waters 
of the Santee into the Cooper, for a huge 
hydroelectric plant in Berkeley county; also, 
it is proposed to use the rivers, the canals, 
and the reservoirs for a waterway between 
Columbia and Charleston. The eaten has 
been approved by President Roo t. 
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West Virginia 


Rural Plan Pushed 


HE state public service commission took 
Ts3 last month to increase rural electri- 
fication by an order to private utilities to 
erect power lines upon receiving assurance of 
an income of $15 a mile per month. The 
commission also ordered a reduction from 
four years to one year in the length of con- 
tracts signed by the farm consumers. 

Members declined to discuss REA aspects 
of the 7-point order, which superseded regu- 
lations promulgated in January, 1936, but 
insisted that its action had nothing to do with 
regulation of the codperatives—a question 
which will be decided by the state supreme 
court. 

Other points in the new list of regulations, 
which affected immediately the cases of 18,- 
583 rural consumers on the books of the pri- 
vate utilities, as well as future customers, in- 
cluded: 

Prorating of service charges, new customers 
to assume their share; that the utility shall 
not be required to make extensions for trans- 
mission or distribution for the especial benefit 
oi industrial, mining, or commercial firms; 
that lines shall be constructed as soon as the 
utilities receive minimum guaranties of the 
$15 a mile per month scale, and have delivered 
to them necessary rights-of-way guaranties. 

The former rate guaranty before utilities 
were required to construct lines was one and 
a half per cent of the total investment cost 
per month. 


Whether the state public service commis- 
sion will be allowed to regulate rural electri- 
fication associations as utilities became on De- 
cember 11th a question for. the state supreme 
court. 

Judge Harlan M. Calhoun of Hardy county 
circuit court denied a temporary injunction 
to halt activity of the Hardy Power and Light 
Association until it was allowed a certificate 
of convenience. Attorney-General Clarence 
W. Meadows, who with his assistant, Forrest 
B. Poling, asked for the injunction, said the 
case would be taken to the supreme court. 

Judge Calhoun gave his decision after al- 
lowing counsel for the codperatives to file an 
answer to Meadows’ petition, offered on be- 
half of the state public service commission. 
Meadows took exception to filing the answer. 
Meadows and Poling argued that even though 
the codperative is a nonprofit organization, 
regulation is necessary and is required by 
state law. 

H. G. Muntzing and Wayne Brooks, ap- 
pearing for the association, entered a general 
denial of the claim the codperative is a pub- 
lic utility and insisted it was formed to serve 
its members only. Certificates of convenience 
have been a subject of controversy ever since 
power coéperatives were formed in the state. 

Meadows questioned the legality of the Fed- 
eral REA loan of $172,000 to the Hardy 
Power and Light Association on the ground 
that unless there is assurance of a permanent 
and ample power supply the loan would not 
be self-liquidating. 


Wisconsin 


Tax Plea Refused 


or the second time the state public service 
I contndiaina on December 8th refused the 
Wisconsin Telephone Company authority to 
shift a half-million dollars of 1937 social se- 
curity taxes onto the company’s 300,000 cus- 
tomers in 95 Wisconsin communities. 


Following rehearing, the commission af- 
firmed its order of August 17th denying the 
application of the company to increase its 
local exchange rate 4.4 per cent in order to 
recoup $501,906 of taxes levied by the 1937 
state legislature on exchange operations of 
the company. The taxes were used to pay old- 
age pensions and to defray other social se- 
curity expenses of other counties. 

One of the reasons given by the commission 
for its refusal to authorize the 4.4 per cent 
surcharge was that the company did not pro- 
pose to shift taxes of approximately $180,000 
on the company’s long-distance business onto 
long-distance users. 

The commission pointed out that its August 


17th order had denied the company’s applica- 
tion because no emergency requiring the re- 
lief sought had been adequately shown to ex- 
ist and also because local exchange rates of 
the company were considered unreasonable. 

Commenting on the company’s rehearing 
contention that its estimate of 1937 income 
shows that the income will fall below the esti- 
mate made in the commission’s final order in 
a general rate investigation of the company, 
the commission stated that “recent experience 
with these provisional estimates indicates that 
currently they are apt to understate the actual, 
returns from operations.” 


Lacks Jurisdiction 


Gases of construction of electric lines, ex- 
cept when built by public utilities, is not 
within state public service —— juris- 
diction, the commission’s legal d ent 
ruled recently. The ruling held in et ect that 
the state commission has no control over con- 
struction by an electric codperative. 
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Utility Rulings 


Tax on Undistributed Profits Disallowed 
As Operating Expense 


MONG the rulings by the Pennsyl- 
vania commission, on further con- 
sideration of a temporary rate reduction 
following an injunction against a prior 
reduction order because of the absence 
of findings [Edison Light & P. Co. v. 
Driscoll (1937) 20 P.U.R.(N.S.) 353], 
there is to be noted what appears to be 
the first reported ruling on undistrib- 
uted profits tax as an operating ex- 
pense. The commission said concerning 
this matter: 

There are two reasons why we make no 
allowance for Federal tax on undistributed 
profits; first, the effective imposition of a 
rate reduction of $435,000 will reduce the 
net earnings of respondent below the annual 
dividend payment on the capital stock as 
reflected by recent experience, thus leaving 
no undistributed profits upon which to base 
such a tax; and, secondly, we do not be- 
lieve that such a tax, if any is paid, should 
be charged as an operating expense. It 
should be paid out of the allowed return. 
The Pennsylvania law under which 

the commission acted provides for tem- 
porary rates based on original cost less 
depreciation, but the commission said 
that the record contained evidence relat- 
ing to other elements of value and these 
would be considered in making a tenta- 
tive finding of fair value. The weight to 
be given to reproduction cost or original 
cost figures, it was said, must depend 
upon the prevailing circumstances in 
each case. 


Going concern value was discussed at 
length, and the conclusion was reached 
that no separate allowance should be 
made for this item. The commission 
considered this element with others in 
its determination of fair value. 

The utility company claimed that by 
virtue of its affiliation with other utili- 
ties it enjoyed substantial benefits and 
advantages that would not exist if it 
were entirely independent. It was urged 
that there were consequent savings in 
operating expenses which justified an 
additional allowance for return over and 
above a return of 6 per cent which 
would ordinarily be fair and reasonable. 
The commission said with respect to 
this claim by a witness: 


He further stated that it was immaterial 
whether the additional allowance sought was 
made in the form of an increase in the rate 
of return or as an addition to the operat- 
ing expenses, and admitted that the consid- 
erations upon which he based the claim for 
the additional 114 per cent were more close- 
ly related to operating expenses than to 
rate of return. It is our opinion that no 
allowance should be made for nonexistent 
and contingent expenses, either in rate of 
return or operating expenses, and no such 
allowance will be included in our tentative 
computation of the allowable gross operat- 
ing revenues, 


Pennsylvania Public Utility Commission 
v. Edison Light & Power Co. (Com- 
plaint Docket No, 11108). 


e 


Pennsylvania’s Policy As to Intercorporate Loans 


Gigs Pennsylvania commission de- 
nied an exemption from the provi- 
sions of §§702 and 703 of the Public 
Utility Law requiring approval of the 
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borrowing of money by a telephone 
company from a holding company of 
which it is a subsidiary. The subsidiary 
proposed to borrow the money from 
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time to time as needed for use in mak- 
ing additions, extensions, or improve- 
ments to telephone plant and for other 
corporate purposes. The loans would be 
evidenced by demand notes for the 
amounts thereof or would be made on 
open account as “commercial conven- 
ience may dictate.” The rate of inter- 
est would be 7 per cent per annum. The 
commission, in denying its approval, 
said : 

It is contrary to our policy to approve 


loans and borrowings of money in indefinite 
amounts, for indefinite terms and purposes, 
evidenced by indefinite instruments or ac- 
counts and at a rate of interest in excess 
of the lesser of (a) 6 per cent per annum 
or (b) one-half of one per cent of the 
amount of the loan more than the cost of 
the loaned money to the lender. 


Re The Southern Telephone & Tele- 
graph Co. (Application Docket No. 
39158); Re Ralston Telephone & Tele- 
graph Co. (Application Docket No. 
39151). 


Supreme Court Sustains Commission Order to 
Interstate Company to Produce Evidence 


GAIN the United States Supreme 
Court has upheld the right of a 
state commission to exercise complete 
jurisdiction over the regulation of utili- 
ties operating within the state regardless 
of dealings with affiliated companies 
having an interstate character. The 
court has affirmed a lower court judg- 
ment denying an interlocutory injunc- 
tion to restrain the Illinois commission 
from enforcing an order which directed 
the Natural Gas Pipeline Company of 
America to open its records and ac- 
counts to inspection by the commission 
and to furnish statistical data for use 
in an investigation of rates of the Chi- 
cago District Pipe Line Company, an 
affliated corporation engaged in intra- 
state business. 

The company recognized that the ab- 
sence of “arm’s length bargaining” be- 
tween contracting affiliates was suffi- 
cient to support such an inquiry and 
might be an adequate ground, in fixing 
the reasonable rates of a public utility 
company, for disregarding the price at 
which it purchased the commodity dis- 
tributed, under the decision in Western 
Distributing Co. v. Kansas Pub. Service 
Commission, 285 U. S. 119, P.U.R. 
1932B, 433. The contention was made, 
however, that the statute giving the lo- 
cal commission power to require the pro- 
duction of this evidence infringed the 
commerce clause of the Fourteenth 
Amendment because it authorized the 


inquiry without proof of common con- 
trol or want of arm’s length bargaining. 
The court refused to accept this conclu- 
sion, Mr. Justice Stone stating: 

We can find in the commerce clause and 
the Fourteenth Amendment no basis for 
saying that any person is immune from 
giving information appropriate to a legis- 
lative or judicial inquiry. foreign cor- 
poration engaged exclusively in interstate 
commerce within the state is amenable to 
process there as are citizens and corpora- 
tions engaged in local business. . . . It can be 
deemed to be no less subject, on command 
of a state tribunal, to the duty to give in- 
formation appropriate to an inquiry pend- 
ing there. The present investigation is not 
a regulation of interstate commerce and it 
burdens the commerce no more than the ob- 
ligation owed by all, even those engaged in 
interstate commerce, to comply with local 
laws and ordinances, which do not impede 
the free flow of commerce, where Congress 
has not acted. 


In answer to a challenge of the com- 
mission order on the ground that it was 
a first step in the direction of unconsti- 
tutional action, the court pointed out 
that the pipe-line company was not a 
party to the pending proceeding, the ul- 
timate concern of which was the rates 
of the district company, and in that pro- 
ceeding the commission could make no 
order binding on the pipe-line company 
with respect to its own rates or its con- 
tract. The court refused to assume that 
the commission would arbitrarily make 
an unlawful use of the information in 
fixing the district company’s rates. 
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The court also held that the pipe-line 
company was not entitled to injunctive 
relief on the ground that failure to com- 
ply with the order would subject it to 
cumulative penalties. It was pointed 
out that any application of the statute 
subjecting the company to risk of cumu- 
lative penalties pending an attempt to 
test the validity of the order in the 


Cn Oregon commissioner refused 
to accept an appraisal of telephone 
property based upon reproduction cost, 
in a proceeding for approval of the sale 
of such property, although original cost 
records had not been properly main- 
tained. The commissioner said: 

In previous proceedings involving the sale 
of public utility property the commissioner 
has adhered to the well established principle 
that the original or historical cost of con- 
structing public utility property less depre- 
ciation at the time of acquisition should 
govern as being the only sound and deter- 
minable value and the fixed capital accounts 


courts and for a reasonable time after 
decision would be a denial of due 
process, but that the statute provided an 
adequate administrative remedy of 
which the company (Natural Gas Pipe- 
line Co. of America) had not availed it- 
self. Natural Gas Pipeline Co. 
America v. Slattery et al., affirming 19 
P.U.R.(N.S.) 477. 


e 
Original Cost As Basis for Sale 


of a utility should reflect such value. If 
the original or historical cost is not re- 
corded accurately upon the books of a ven- 
dee utility it should be estimated. A value 
based upon reproduction cost may be one 
amount today and another amount tomor- 
row because of fluctuating price levels for 
labor and material. 


The amounts charged annually to op- 
erating expenses and credited to de- 
preciation reserve were accepted as rep- 
resenting accrued depreciation in the 
property. Re Pioneer Mutual Telephone 
Co. (U-F-700, P.U.C. Oregon Order 
No. 4791). 


e 


Dividend Payment to Avoid Undistributed 
Profits Tax Meets Commission Approval 


rN application was filed with the Se- 
curities and Exchange Commis- 
sion by the West Texas Gas Company 
for approval of a proposed dividend 
which was to be paid out of capital or 
unearned surplus, and a declaration was 
filed, pursuant to the provisions of the 
Public Utility Holding Company Act of 
1935, regarding the waiver of sinking- 
fund requirements for outstanding 
bonds assumed by the company. The 
application was granted and the declara- 
tion was permitted to become effective. 

The gas company is a wholly owned 
subsidiary of the Southwestern Develop- 
ment Company, which would receive the 
dividend payment. The latter company 
also is the owner of all the bonds in- 
volved in the proceeding. The Guaranty 
Trust Company is the trustee under the 
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mortgage and deed of trust and is also 
the pledgee of the bonds. The Guaranty 
Trust Company had consented to a 
waiver of sinking-fund payments re- 
quired in 1938. Inasmuch as both the 
common stock and the bonds assumed 
by the West Texas Gas Company were 
owned by the same company, the com- 
mission could see no basis for making a 
finding that the alterations of the rights 
of security holders would result in an 
unfair or inequitable distribution of vot- 
ing power among the holders of the se- 
curities of the company or would be 
otherwise detrimental to the public in- 
terest or that of investors or consumers. 

The West Texas Gas Company 
showed on its balance sheet a surplus 
deficit. It therefore proposed to create a 
capital surplus by having the holding 
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THE LATEST UTILITY RULINGS 


company donate for cancellation a part 
of the outstanding common stock. This 
would create a capital surplus which 
would be sufficient to wipe out the sur- 
plus deficit and, together with estimated 
net income, would cover the amount of 
the proposed dividend. The undistrib- 
uted profits tax, which would otherwise 
attach under the Revenue Act of 1936, 
would thereby be avoided. The commis- 
sion made the statement which is quoted 
below : 


We are satisfied, from the facts as set 
out above, that we should approve the appli- 


cation, filed pursuant to Rule 12C-2, as 

the approval of a proposed dividend whi 
is to be paid out of capital or unearned 
surplus. It is the purpose of the surtax im- 
posed upon undistributed profits to encour- 
age the payment of dividends. In view of 
this policy of Congress, we see no reason 
for finding that the declaration and pay- 
ment of the proposed dividend by West 
Texas Gas Company out of capital or un- 
earned surplus is detrimental to the public 
interest. Nor do we find it to be detrimental 
to the interest of the security holders to de- 
clare and pay such dividend. 


Re West Texas Gas Co. (File No. 43- 
87, 51-6). 


Public Benefit Must Be Shown to Justify Merger 


HE Federal Power Commission, in 
denying an application for the 
transfer of facilities of the Inland 
Power and Light Company to the Pa- 
cific Power and Light Company, an- 
nounced that it is not sufficient for an 
applicant merely to show that no serious 
harm may be apprehended as a result of 
a proposed merger or that such merger 
is a matter of indifference in so far as 
the public interest may be affected. The 
commission ruled that the burden is 
upon the applicant to show that the pro- 
posal is consistent with the public inter- 
est, which concept requires something 
more than a showing of convenience to 
the applicant and can reasonably be in- 
terpreted as indicating that Congress in- 
tended that there be a showing that 
benefit to the public will result from the 
proposed merger before it should re- 
ceive commission approval. 
In the opinion of the commission, the 
Federal Power Act is not intended to 


require the merger of two operating 
companies merely because they operate 
within the same territory and each sup- 
plements the activities of the other. The 
commission rejected the theory that the 
larger the operating company, the more 
amenable it is to regulation or the more 
efficient in operation. 

The commission disagreed with the 
ruling in Electric Public Utilities Co. v. 
West, P.U.R. 1928C, 3, making the fol- 
lowing statement: 

... this commission is not in accord with 
the view expressed by the Maryland court 
in the West Case and concurs with the 
views which have been expressed by a 
number of state regulatory commissions 
throughout the country, that before giving 
approval to a proposed merger, it should be 
made to appear that the merger will to 
some extent serve the public interest, other- 


wise the application in such a proceeding 
should be denied. 


Re Inland Power & Light Co. (Release 
No. 323). 


e 


Bond Maturity Extension Restricted in View 
of Insufficient Assets 


HE York Railways Company filed 
with the Pennsylvania commission 
a securities certificate with respect to the 
extension of maturity of its first 
morgtage 30-year 5 per cent gold bonds, 


due December 1, 1937, amounting to 
$5,000,000. The commission, however, 
refused to register the certificate for all 
the bonds but registered the certificate 
as to the extension of maturity of $3,- 
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300,000 of the bonds and rejected it in 
so far as it pertained to the extension of 
maturity of the remainder. 

The commission acted under §603 
(a) of the Public Utility Law, a sen- 
tence of which reads in part “such regis- 
tration or rejection may be as to all or 
part of the securities to which such se- 
curities certificate pertains.” 

The commission found that the appli- 
cant itself had very little street railway 
property back of the bonds, but its 
greatest asset was its equity in the Edi- 
son Light & Power Company. The book 
value for this property was slightly less 
than $3,000,000, but the commission in 
fixing temporary rates for the Edison 
Company had used a rate base of more 
than $5,000,000. The commission said 
that while fair value is not indicative of 
the capitalizable value of physical prop- 
erty, the commission’s finding did indi- 
cate that, for the purpose of the bond 
extension case, the equity of the York 
Railways Company in the Edison Com- 


pany should be revised upward from 
the book value figure. 

The depreciated book value of the 
railway company property was said to 
be in excess of $5,000,000, but the com- 
pany’s witness had testified that it was 
faced with a complete abandonment of 
its property and that studies had been 
made for the purpose of converting the 
transportation operations to a complete 
bus operation. The commission said 
that it was obvious from this testimony 
that the book value of the property of 
York Railways Company was not at all 
a measure of actual value, the latter fig- 
ure being measured by the quantity of 
railway property which might be used 
for bus operations, scrap value, etc. 

It is reported that the York Railways 
Company has obtained from the Dau- 
phin county court a preliminary injunc- 
tion restraining the commission from 
interfering with the extension of the 
bond maturity. Re York Railways Co. 
(Securities Certificate No. 18). 


e 


Other Important Rulings 


HE Pennsylvania commission or- 

dered the Bell Telephone Company 
of Pennsylvania to file a tariff supple- 
ment eliminating the 15-cent hand-set 
charge from all bills rendered after 
December 8, 1937. Public Utility Com- 
mission v. Bell Telephone Co. of Penn- 
sylvania (Complaint Docket No. 11502). 


The Oregon commissioner, in author- 
izing higher water rates where a com- 
pany was furnishing inadequate service 
and was unable to supply additional cus- 
tomers, said that a utility, when under- 
taking to supply water service to a com- 
munity, must charge a sufficient rate to 
cover reasonable operating expense, 
maintenance, taxes, and depreciation, 
and a reasonable return upon its invest- 
ment, in order that capital may be se- 
cured for the necessary expansion of its 


Nore.—The cases above referred to, where decided 
will be decided in full or abstracted in 
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facilities. The commissioner also held 
that it was discriminatory to charge less 
than statutory rates to stockholders and 
to refuse service to prospective custom- 
ers where service was subsequently 
granted to others. Re Coquille Water 
Supply Co. (Or.) U-F-782, Oct. 4, 
1937. 


The Virginia commission ordered the 
receivers of a railroad company to af- 
ford railroad facilities for the receipt 
and shipment of freight in carload quan- 
tities to and from a track adjacent to 
the shipper’s land, and it held that a 
lease between the railroad and a coal 
company relating to a railroad track and 
right of way adjacent to the shipper’s 
land was not a valid or legal defense. 
Mayo v. Hawkins et al. (Case No. 
6385). 
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Re Peoples Light & Power Company 


[File Nos. 43-45, 46-47 et al.] 


Corporations, § 22 — Reorganization plan — Holding companies — Property 
acquisition. 

1. Acquisition of securities and capital assets, pursuant to a plan for re- 
organization of a holding company and its subsidiaries, will serve the public 
interest by tending towards the economical and efficient development of an 
integrated public utility system, in accordance with the requirement of clause 
(c) (2) of § 10 of the Public Utility Holding Company Act of 1935, when 
consummation of the plan will effect a substantial reduction in debt, substi- 
tute a solvent holding company for an insolvent one, and while not result- 
ing in a simple capital structure will at least bring about more simplicity 
than now exists, p. 6. 


Securities and Exchange Commission — Rules — Opinion of general counsel — 
Authorization by majority of Commission. 

2. An opinion of the Commission’s general counsel with respect to the 
provisions of § 11 (f) of the Public Utility Holding Company Act of 1935, 
not containing the usual “hedge” clause to the effect that it is only the 
opinion of the general counsel and not an expression of the views of the 
Commission, issuance of which opinion has been authorized by a majority 
of the Commission, although it may not be a rule of the Commission is 
at least very close to being one and is certainly a ruling by the Commission, 
p. 7 

Security issues, § 44 — Declarations under Holding Company Act — Grounds for 

adverse findings — Noncompliance based on Commission ruling. 

3. Findings adverse to the issuance of securities, pursuant to a plan for 
reorganization of a holding company and its subsidiaries, would be against 
equity and good conscience and the spirit of § 20 (d) of the Public Utility 
Holding Company Act of 1935 although, in complete reliance in good faith 
on a ruling of the Commission, the sponsors of the plan have failed to 
comply with § 11 (f) of said act requiring submission of such a plan to 
the Commission prior to submission to the court and solicitation of security 
holders’ assents, p. 7. 


[1] 1 21 P.U.R.(N.S.) 
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Corporations, § 23 — Reorganization plan — Holding company — Effect on con- 
summating integrated public utility systems. 

4. Applications for approval of acquisitions of assets may be granted and 
declarations as to security issues may be permitted to become effective, in 
order to carry out a plan for the reorganization of a holding company and 
its subsidiaries, when consummation of the plan would be a step toward 
complete compliance with the provisions of § 11 (b) of the Public Utility 
Holding Company Act of 1935 relating to consummation of integrated pub- 
lic utility systems, although upon such reorganization the system would not 
measure up to the requirements of that section; preservation of the system 
for the time being may facilitate eventual integration on terms which may 
at least protect security holders from the sacrifice which anything resembling 
forced selling at this stage might involve, and in later proceedings, if occa- 
sion arises, it may be possible for the Commission to deal with features 
which seem objectionable, p. 8. 
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Corporations, § 23 — Reorganization plan — Submission to Commission — Ruling 
on statutory requirements. 


Criticism, in concurring opinion, of opinion of general counsel of Securities 
and Exchange Commission, authorized by majority of Commission, relating 
to the applicability of § 11 (f) of the Public Utility Holding Company Act 
of 1935 to submission of reorganization plans involving holding companies, 
and solicitation in reference thereto, where solicitation has been commenced 
in good faith before holding company registration, p. 8. 


(Heaty, Commissioner, concurs.) 
[November 15, 1937.] 


| Be iagrsetoages and applications filed under §§ 7 and 10 of 
the Public Utility Holding Company Act of 1935 relating 


to issues and acquisitions of securities involved in consummation 
of a plan of reorganization; declarations permitted to become 
effective and applications granted. 


Pec 


By the Commission: The above- 7 
ny, is 


entitled matters relate to eight decla- 
rations and five applications filed un- 
der §§ 7 and 10, respectively, of the 
Public Utility Holding Company Act 
of 1935, and seven applications under 
the Commission’s Rule 12C-1. All 
relate to the issues and acquisitions of 
securities that would be involved in 
consummation of a plan of reorgan- 
ization, dated June 1, 1936, of Peo- 
ples Light and Power Corporation, 
a Delaware corporation hereinafter 
sometimes referred to as the “Old 
Company,” and its subsidiaries, viz., 
21 P.U.R.(N.S.) 


Texas corporation; Mississippi Public 
Service Company, a Delaware corpo- 
ration; Western States Utilities Com- 
pany, a Delaware corporation; Cali- 
fornia Public Service Company, a Cal- 
ifornia corporation; Iowa Water 
Service Company, an Iowa corpora- 
tion; Kansas Public Service Compa- 
ny, a Delaware corporation; West 
Coast Power Company, a Delaware 
corporation. 

All of the subsidiaries are public 
utility companies, .as defined in the 
act, except Iowa Water Service Com- 
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pany. The Old Company was pure- 
ly a holding company. It owned all 
of the stock and most of the debt of 
the subsidiaries. Such stock and debt 
are now held by trustees appointed 
for the Old Company under § 77B 
of the Bankruptcy Act and are the 
chief assets dealt with in the plan. 

With respect to the physical proper- 
ties of the system, those of Texas 
Public Service Company appear to be 
the most important and are located in 
Texas. The properties of West Coast 
Power Company are substantial and 
are located in the states of Idaho, 
Washington, and Oregon. Kansas 
Public Service Company owns an 
isolated natural gas property at Law- 
rence, Kansas. Western States Util- 
ities Company owns small isolated 
properties in Winnemucca, Nevada, 
Morgan, Utah, and Cokeville, Wyo- 
ming. California Public Service 
Company owns several properties in 
California and Oregon. Iowa Water 
Service Company owns one small iso- 
lated property in Iowa City, Iowa. 
Mississippi Public Service Company 
owns several properties in Mississip- 
pi. 
Peoples Light and Power Compa- 
ny, is the new company contemplated 
by the plan. 

The main events leading up to the 
filing of these declarations and appli- 
cations are as follows: 

In June, 1934, the trustees of the 
Old Company were appointed by the 
district court of the United States for 
the district of Delaware. 

On August 26, 1935, the Public 
Utility Holding Company Act of 1935 
became law. 

About November 19, 1935, a com- 
mittee for holders of first lien bonds 


of the Old Company solicited author- 
izations with respect to a plan of re- 
organization and prior to December 
1, 1935, received such authorizations 
from the holders of $2,419,500 of 
such bonds. 

On December 1, 1935, the trustees 
for the Old Company registered as a 
holding company under the act. 

On December 2, 1935, the Commis- 
sion made public Holding Company 
Act Release 41, being an opinion of 
the Commission’s general counsel to 
the effect that the requirements of 
§ 11 (g) of the act that the Commis- 
sion make a report on a plan of re- 
organization before solicitation in ref- 
erence thereto was not applicable to 
cases where solicitation had been com- 
menced in good faith before registra- 
tion. 

On December 23, 1935, the Com- 
mission made public Holding Compa- 
ny Act Release 54, being an opinion 
of the Commission’s general counsel 
with respect to § 11 (f). This sec- 
tion among other things, provides for 
approval by the Commission of a plan 
of reorganization prior to its submis- 
sion to the court. This opinion did 
not contain the usual “hedge” clause 
to the effect that it was only the opin- 
ion of the general counsel and not an 
expression of the views of the Com- 
mission. At several points therein it 
was said: “I am authorized to state 

” and in fact, the issuance of 
the opinion was authorized by a ma- 
jority of the Commission as then con- 
stituted. In this opinion the view was 
expressed that the provisions of § 11 
(f) are applicable only to proceedings 
involving holding companies which 
became registered under the act prior 
to the date on which a receiver or 
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trustee is first appointed, and to those 
involving subsidiaries of such holding 
companies. (The Old Company was 
not a registered company when trus- 
tees were appointed for it. The trus- 
tees were appointed more than a year 
before the Holding Company Act be- 
came law). The opinion further stat- 
ed: 

“In the second place, it seems prob- 
able that in order to avoid violation of 
the provisions of § 4 of the act, any 
holding company which is to continue 
the business pursuant to a reorganiza- 
tion plan, will find it necessary to reg- 
ister under the act before acquiring 
the assets of its predecessor or issu- 
ing new securities. In the event that 
the company which is to continue the 
business is thus registered under the 
act or if such company is a subsidiary 
of any registered holding company, 
the provisions of §§ 6 and 9 of the 
act will apply and the Commission will 
be obliged to pass on the issues of new 
securities and acquisitions of assets 
provided for by the reorganization 
plan.” 

Thereafter the plan of reorganiza- 
tion involved in these proceedings, 
viz., the plan dated June 1, 1936, was 
formulated. In certain respects it 
differed from, but in many respects 
was similar to, the plan with respect 
to which authorizations had been so- 
licited about November 19, 1935. 
Counsel for the proponents of the 
plan thereupon consulted the staff of 
the Commission with respect to § 11 
(g) of the act. After comparison of 
the plan with the one with respect to 
which there had been solicitation 
about November 19, 1935, an assist- 
ant general counsel of the Commis- 
sion, by letter dated July 25, 1936, 
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advised the reorganization managers 
that in his opinion the principal pro- 
visions of the two plans had such a 
substantial identity that solicitation 
with respect to the plan of June 1, 
1936, was in effect a further step in 
carrying out the objects of the solicita- 
tions which were made prior to reg- 
istration; and that accordingly solici- 
tation with respect to the plan of June 
1, 1936, would not be subject to the 
provisions of § 11 (g). 

In view of Release 54 the plan was 
not submitted to the Commission un- 
der § 11 (f). Subsequently to the 
before-mentioned letter of July 235, 
1936, assents were solicited, the pro- 
ceedings under § 77B of the Bank- 
ruptcy Act were prosecuted, and on 
December 8, 1936, the court entered 
an order providing in part as follows: 

“First: That the plan is hereby 
confirmed subject to the incorpora- 
tion of the New Company provided 
for under the plan which will issue 
securities and acquire property under 
the plan and satisfying this court that 
the debtor and such New Compa- 
ny and every other corporation, issu- 
ing securities or acquiring property 
under the plan are authorized by their 
charters or by applicable state or Fed- 
eral laws, upon confirmation of the 
plan, to take all action necessary to 
carry out the plan. 


“Third: That the reorganiza- 
tion managers be and they hereby are 
authorized to form or cause to be 
formed the New Company provided 
for in the plan, to obtain or cause to 
be obtained the authorizations, ap- 
provals, and consents of such regula- 
tory Commissions or authorities as 
may be required by any applicable 
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state and/or Federal law with respect 
to any action necessary to carry out 
the plan; and that the trustees of the 
estate of the debtor be and they here- 
by are authorized to pay the cost of 
forming the New Company provided 
for in the plan and the obtaining of 
such authorizations, approvals, and 
consents.” 

The above-quoted provisions of the 
order were evidently drawn with a 
view to clause (f) (7) of § 77B (11 
USCA § 207 (f)) which pro- 
vides as follows: 

“(f£) After hearing such objections 
as may be made to the plan, the judge 
shall confirm the plan if satisfied that 

(7) the debtor, and every oth- 
er corporation, issuing securities or 
acquiring property under the plan, is 
authorized by its charter or by ap- 
plicable state or Federal laws, upon 
confirmation of the plan, to take all 
action necessary to carry out the plan, 
and that, in case the debtor is a utility 
corporation subject to the jurisdiction 
of a regulatory Commission or Com- 
missions or other regulatory author- 
ity or authorities, created by the laws 
of the state or states in which the 
properties of the debtor are operated, 
all authorizations, approvals, or con- 
sents of each such Commission or 
authority required by the laws of such 
state or states, have been obtained.” 

After the entry of this order there 
was considerable trading, on a “when, 
as, and if issued basis,” in the new 
securities proposed to be distributed 
under the plan. Several dealers who 
made contracts to deliver the new se- 
curities when, as, and if issued, bought 
the old securities for the purpose of 
exchanging them for new ones, the 


latter to be delivered in fulfilment of 
the contracts. 

Following the entry of the order 
the reorganization managers caused 
the New Company to be formed and 
the subsidiary operating companies 
made application to the proper state 
Commissions and obtained the neces- 
sary approvals. 

On May 7, 1937, the New Compa- 
ny registered here as a holding com- 
pany under the act. 

On May 7, 1936, the voting trus- 
tees contemplated by the plan also reg- 
istered as a holding company under 
the act. 

On and after May 7, 1937, the dec- 
larations and applications and the 
various amendments thereto to which 
this opinion relates were filed with 
this Commission. 

The plan contemplates that the sev- 
eral subsidiaries will be recapitalized 
and that the trustees will become hold- 
ers of the new securities resulting from 
such recapitalizations in lieu of the 
stock and debt now held by them. 
With the exception of certain new 
bonds of Texas Public Service Com- 
pany, these new securities of the sub- 
sidiaries will be transferred to the 
New Company which will thereupon 
issue its own securities as provided in 
the plan. The securities of the New 
Company (in case of Class A com- 
mon stock in the form of voting trust 
certificates) and the before-mentioned 
bonds of Texas Public Service Com- 
pany will be distributed, on the bases 
set forth in the plan to the holders of 
the now outstanding securities of the 
Old Company in substitution there- 
for.* 





1 The statement is not applicable with re- 
spect to certain secured debt owing by the 
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The declarations under § 7 (File 
Nos. 43-45, 43-46, 43-50, 43-52, 
43-53, 43-54, 43-55) relate to the 
issue of the securities of the New 
Company voting trust certificates rep- 
resenting Class A common stock of 
the New Company, and the new se- 
curities resulting from recapitalization 
of the subsidiaries. Of the applica- 
tions under § 10, one (File No. 46- 
49) relates to the acquisition by the 
trustees appointed in the proceedings 
under § 77B of the new securities of 
the subsidiaries, another (File No. 
46-47) relates to the acquisition by 
the New Company of the new securi- 
ties of the subsidiaries to be acquired 
by it, and a third (File No. 46-46) 
relates to the acquisition by the voting 
trustees contemplated by the plan of 
the shares of Class A common stock 
of the New Company to be distribut- 
ed in the form of voting trust certifi- 
cates. Another of the applications un- 
der § 10 (File No. 46-50) relates to 
the acquisition by Texas Public Serv- 
ice Company of certain securities of 
Texas Public Service Farm Company, 
which has been recently organized 
with a view to acquiring certain agri- 
cultural properties of Texas Public 
Service Company. The remaining ap- 
plication under § 10 (File No. 46— 
51) relates to the acquisition by three 
of the subsidiaries of certain of the 
securities of the New Company to be 
distributed to them under the plan by 
reason of their ownership of certain 
claims against the Old Company. The 
seven applications under Rule 12C-1 
relate to acquisition by the subsidi- 


aries of their now outstanding securi- 
ties in connection with the recapital- 
ization of the subsidiaries. 

Joint hearings with respect to all 
of the declarations and applications 
were held before a trial examiner. 
Thereafter a show cause order was 
issued and argument heard by the 
Commission. 

[1] With respect to the § 10 ap- 
plications the Commission sees no fea- 
tures necessitating adverse findings 
under clause (b) of § 10, and, as the 
Commission is satisfied that applicable 
state laws have been complied with 
the requirements of clause (f) of that 
section are satisfied. Section 8 of the 
act is not applicable to this case and 
no sufficient basis appears for holding 
that the acquisitions involved here will 
be detrimental to the eventual carry- 
ing out of the provisions of § 11. 
Accordingly, the provisions of clause 
(c) (1) of § 10 do not forbid ap- 
proval. Clause (c) (2) of § 10 for- 
bids the acquisitions, however, unless 
the Commission finds that such acqui- 
sitions will serve the public interest by 
tending towards the economical and 
efficient development of an integrated 
public utility system. This the Com- 
mission can and does find. Consum- 
mation of the plan will effect a sub- 
stantial reduction in debt, substitute a 
solvent holding company for an in- 
solvent one, and while not resulting 
in a simple capital structure will at 
least bring about more simplicity than 
now exists. Thus, the acquisitions 
will have the tendency required by 





Old Company to The Chase National Bank. 
This, as well as a secured account payable 
owing by West Coast Power Company to 
National Tube Company, is to be settled, by 
cash payments and the transfer and convey- 
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ance of certain securities of nonsubsidiaries 
and certain properties and assets comprising 
the San Angelo-Coleman Division of Texas 
Public Service Company and the San Angelo- 
Girvin Pipe Line. 
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clause (c) (2) of § 10. It must be 
observed, however, that it is nothing 
more than a tendency. The system is 
obviously not an integrated one and 
the proposed capital structure is far 
from ideal. No contention has been 
or could be made that following the 
consummation of this plan the system 
will measure up to the requirements 
of § 11. The tendency, however, re- 


quired by clause (c) (2) of § 10 is 
present, and such being the case the 
applications under § 10 can be and are 
approved. 


The declarations filed under § 7 all 
relate to securities to be issued or sold 
for the purpose of effecting a reor- 
ganization and, therefore, qualify un- 
der clause (c) (2) (A) of § 7. What 
has been said above with respect to 
state laws in connection with the § 10 
applications is applicable also with 
respect to the declarations and, ac- 
cordingly, the requirements of clause 
(g) of § 7 are satisfied. Other stand- 
ards of § 7 present more serious ques- 
tions. Many features of the capital 
structure which will result from con- 


summation of this plan are open to 
criticism.* 

[2, 3] In failing to submit the plan 
to us prior to submission to the court ; 
in soliciting security holders’ assents ; 
in bringing the plan to the present 
verge of consummation through the 
expenditure of much time and money, 
complete reliance in good faith was 
placed on our Release 54. Section 
20(d) of the act (15 USCA 
§ 79t (d)) provides: “No provision 
of this title imposing any liability 
shall apply to any act done or omitted 
in good faith in conformity with any 
rule, regulation, or order of the Com- 
mission, notwithstanding that such 
rule, regulation, or order may, after 
such act or omission, be amended or 
rescinded or be determined by judi- 
cial or other authority to be invalid 
for any reason.” While in the present 
case enforcement of liability is not in- 
volved, substantial rights and sums 
are involved. While Release 54 may 
be held not to be a rule, it is at least 
very close to being one and is certain- 
ly a ruling by the Commission.’ It 
would be against equity and good 





2 Notable among these features are the in- 
clusion in the capital structure of preferred 
stock under circumstances which render in- 
evitable accumulation of substantial arrears of 
cumulative dividends on the preferred stock 
and payment of any dividends on the preferred 
stock remote; the device of avoiding an initial 
deficit in capital account by use of a par value 
disproportionately low in relation to dividend 
rate, liquidation preference, and redemption 
price; and allocation of voting control to the 
Class A and Class B common stocks which 
are exceedingly remote from dividends and 
realistically considered represent no_ assets; 
the waiver of preémptive rights of stock- 
holders; the owning of stock of the parent 
by subsidiary operating companies ; the failure 
to protect conversion rights and stock pur- 
chase warrants against dilution; the fixing of 
a ratio of conversion far in excess of any 
likely market price; the deferable features of 
interest and sinking fund upon the new col- 
lateral lien bonds together with the absence 


of any provisions guarding against purchase 
of such bonds by the New Company at de- 
pressed prices resulting from such deferment; 
the issue by one of the subsidiaries of income 
bonds under circumstances which do not ap- 
pear to fully justify the use of that type of 
security ; the failure to make provision in the 
indentures securing the proposed bond issues 
of subsidiaries for either maintenance and im- 
provement funds or sinking funds, and the 
failure to include in said indentures covenants 
limiting dividends to earned surplus computed 
after proper deductions or allowances; inclu- 
sion in the indentures of the New Company 
and of the subsidiaries of provisions author- 
izing the issuance of additional bonds under 
restrictions which may not be sufficiently con- 
servative to receive the approval of this Com- 
mission if and when the issue of such addi- 
tional bonds should be proposed. 

3 See ante, p. 4, for discussion of Release 
4. 
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conscience and the spirit of § 20 (d) 
to now make adverse findings in re- 
spect of the standards erected by § 7 
(d). (These, if made, would compel 
disapproval of the issuance of the 
contemplated securities.) And we are 
of the opinion that, in the circumstan- 
ces of this case, we have not the right 
to do so. 

[4] Furthermore, the objections 
which can be made must be viewed 
in the light of § 11 (b) which may, 
perhaps, later become applicable. Pres- 
ervation of the system for the time 
being may facilitate eventual integra- 
tion on terms which may at least pro- 
tect security holders from the sacri- 
fice which anything resembling forced 
selling at this stage might involve. In 
later proceedings under that subsec- 
tion, if occasion arises, it may be pos- 
sible for us to deal with features 
which. seem objectionable. If con- 
summation of the plan be viewed as 
merely one step to be followed toward 
complete compliance with the act, at 
least some of the objections which can 
be made to the plan lose a good deal 
of force. 

The problem of consummating in- 
tegrated public utility systems under 
the act is of necessity in many cases, 
an evolutionary rather than a revolu- 
tionary process. As a practical mat- 
ter, it will often be necessary to ac- 
complish the ultimate objectives of the 
act by a series of steps rather than 
by one direct and final step. Hence, 
from that viewpoint the present dec- 
larations and applications can only be 
considered, as a practical matter, as 
the first step toward an ultimate in- 
tegration program for this system. 

It should be made clear that noth- 
ing herein is intended to or should 
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prejudice or restrict the powers which 
the Commission may or may not be 
called upon to exercise at some future 
time under § 11 (b) whether or not 
relating to any features or considera- 
tions presented to, or considered by, 
the Commission in the present pro- 
ceedings. 

An appropriate order will issue 
granting the applications and permit- 
ting the declarations to become effec- 
tive. 


HeEa.y, Commissioner, concurring: 
I concur in the result because fairness 
seems to require that result which, 
therefore, it is to be hoped, is. good 
law. The consideration of this case 
has indicated, it seems to me, the un- 
satisfactory administrative results 
flowing from Release 54. The securi- 
ties to be issued under the plan do not 
come within rifle range of the stand- 
ards of § 7 (d). A study of that re- 
lease also leaves me with the conclu- 
sion that it is in error so far as it re- 
lates to § 11 (f) and it may be useful 
to record the reasons for my views. 

The opinion in Release 54 is based 
on the theory that § 11 (f) of the 
act (15 USCA § 79 k (f)) is ap- 
plicable only to proceedings involv- 
ing holding companies which became 
registered under the act prior to the 
date on which a receiver or trustee 
was first appointed, and to those in- 
volving subsidiaries of such holding 
companies. The section in question 
reads as follows (Italics wherever ap- 
pearing in this opinion are supplied) : 

“(f) In any proceeding in a court 
of the United States, whether under 
this section or otherwise, in which a 
receiver or trustee is-appointed for any 
registered holding company, or any 
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subsidiary company thereof, the court 
may constitute and appoint the Com- 
mission as sole trustee or receiver, 
subject to the directions and orders of 
the court, whether or not a trustee or 
receiver shall theretofore have been 
appointed, and in any such proceeding 
the court shall not appoint any per- 
son other than the Commission as 
trustee or receiver without notifying 
the Commission and giving it an op- 
portunity to be heard before making 
any such appointment. In no pro- 
ceeding under this section or other- 
wise shall the Commission be appoint- 
ed as trustee or receiver without its 
express consent. Jn any such proceed- 
ing a reorganization plan for a regis- 
tered holding company or any subsidi- 
ary company thereof shall not become 
effective unless such plan shall have 
been approved by the Commission aft- 
er opportunity for hearing prior to its 
submission to the court. Notwith- 
standing any other provision of law, 
any such reorganization plan may be 
proposed in the first instance by the 
Commission or, subject to such rules 
and regulations as the Commission 
may deem necessary or appropriate in 
the public interest or for the protec- 
tion of investors, by any person hav- 
ing a bona fide interest (as defined 
by the rules and regulations of the 
Commission) in the reorganization. 
The Commission may, by such rules 
and regulations or order as it may 
deem necessary or appropriate in the 
public interest or for the protection 
of investors or consumers, require that 
any or all fees, expenses, and remu- 
neration, to whomsoever paid, in con- 
nection with any reorganization, dis- 
solution, liquidation, bankruptcy, or 
receivership of a registered holding 


company or subsidiary company 
thereof, in any such proceedings, shall 
be subject to approval by the Com- 
mission.” 

For purposes of the present case 
the inquiry becomes whether the pro- 
cedure that has been followed com- 
plies with the third sentence of § 11 
(f), viz., “In any such proceeding a 
reorganization plan for a registered 
holding company or any subsidiary 
company thereof shall not become ef- 
fective unless such plan shall have 
been approved by the Commission 
after opportunity for hearing prior to 
its submission to the court.” 

What is meant by the expression, 
“In any such proceeding?” The the- 
ory of Release 54 is that a proceeding 
in which an initial appointment of a 
receiver or trustee occurs prior to reg- 
istration is not such a proceeding. 

No support for the theory appears 
if the expression, “In any such pro- 
ceeding . . . ,” appearing in the 
third sentence, be construed as relat- 
ing back to the sentence which im- 
mediately precedes it and reads as 
follows: 

“In no proceeding under this sec- 
tion or otherwise shall the Commis- 
sion be appointed as trustee or re- 
ceiver without its express consent.” 

Indeed, the expression “or other- 
wise” would seem in opposition to the 
theory. 

Evidently the support for the the- 
ory arises from the occurrence in the 
first sentence of the expression, “. . 
in which a receiver or trustee is ap- 
pointed for any registered holding 
company. ” ‘That this sentence 
is intended to deal not merely with 
cases in which a trustee or receiver 
has been appointed but also with cases 
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in which no trustee has been appoint- 
ed is suggested by the occurrence in 
the same sentence of the expressions 
(i *. whether or not a trustee 
or receiver shall theretofore have been 
appointed .’ and (2) “in any 
such proceeding the court shall not 
appoint any person other than the 
Commission as trustee or receiver.” 
Whereas the section begins by dealing 
with cases in which a trustee is ap- 
pointed it immediately thereafter talks 
about situations in which a trustee 
may or may not have been appointed, 
and a little later about those in which 
no trustee has been appointed. Appar- 
ently the purpose of these provisions 
is to deal with the circumstances un- 
der which the Commission may be 
appointed trustee or be heard on the 
subject of such an appointment and 
not with control over reorganizations. 
The first reference in the section to 


reorganizations is in the third sen- 
tence, beginning, “In any such pro- 


” 


ceeding a reorganization plan... . 

According to the theory of Release 
54, the applicability of § 11 (f) de- 
pends upon when a trustee is first ap- 
pointed. It has never been suggested, 
however, that § 11 (g) is so depend- 
ent. Yet the two sections are in a 
sense complementary. 

Construing § 11 (f) as inapplicable 
if a trustee was appointed prior to 
registration will lead to an inequality 
among registered holding companies ; 
that is, a company undergoing reor- 
ganization will have to get Commis- 
sion approval before submitting its 
plan to the court if it was registered 
at the time a trustee was appointed 
for it, whereas it would need no such 
approval if the trustee registered after 
he was appointed and if when he was 
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appointed the company had not reg- 
istered. This difference in facts does 
not justify a difference in treatment 
of the companies involved. So far as 
the controls and objectives of the act 
are concerned, what difference should 
it make whether the company became 
registered before a trustee was ap- 
pointed or whether the trustee regis- 
tered the company after he was ap- 
pointed? Why should one registered 
company be required to submit its 
plan to us before going to the court 
and the other not to do so? 

The act had its inception in two 
bills, one introduced in the House‘ 
and the other in the Senate.® © The 
section now under consideration, viz., 
§ 11 (£), was designated as § 10 (d) 
in the House Bill and as § 11 (d) in 
the Senate Bill. The text of the sec- 
tion in each of the bills was the same 
and the first three sentences read as 
follows: 

“(d) If, in the judgment of the 
Commission, any registered holding 
company or any subsidiary company 
thereof is insolvent or unable to pay 
its debts as they mature, the Commis- 
sion shall have power to institute pro- 
ceedings for the reorganization of 
such company under § 77B of the 
Act of July 1, 1898, entitled ‘An act 
to establish a uniform system of bank- 
ruptcy throughout the United States,’ 
as amended. In any such proceedings 
or in any other proceedings in a court 
of the United States, whether under 
said § 77B or otherwise, by whomso- 
ever instituted, for the reorganization 
or liquidation of any registered hold- 
ing company or subsidiary company 
thereof or in which a receiver or 
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trustee of any such company or any 
assets thereof is appointed, the court, 
at the request of the Commission, 
shall have jurisdiction, and it shall be 
the duty of the court, to constitute and 
appoint the Commission as sole trus- 
tee or receiver, whether or not a trus- 
tee or receiver shall theretofore have 
been appointed. In any such proceed- 
ings a reorganization plan for a reg- 
istered holding company or any sub- 
sidiary company thereof shall not be- 
come effective unless such plan shall 
have been approved by the Commis- 
sion after opportunity for hearing pri- 
or to its submission to the court.” 

After introduction of the two orig- 
inal bills there was introduced in the 
Senate a so-called Senate Substitute 
Bill. This is the bill which after sun- 
dry amendments became the act. In 
this bill the subject matter of § 10 (d) 
of the original House bill and § 11 (d) 
of the original Senate bill was placed 
in § 11 (f) and the first three senten- 
ces, prior to any of said amendments 
read as follows: 

“(f) If, in the judgment of the 
Commission, any registered holding 
company or any subsidiary company 
thereof is insolvent or unable to pay 
its debts as they mature, the Commis- 
sion shall have power to institute pro- 
ceedings for the reorganization of such 
company under § 77B of the act of 
July 1, 1898, entitled ‘An Act to es- 
tablish a uniform system of bankrupt- 
cy throughout the United States,’ as 
amended. In any proceeding pursu- 
ant to this section or in any other pro- 
ceeding in a court of the United 
States, whether under said § 77B or 
otherwise, by whomsoever instituted, 
for the reorganization, dissolution, 
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liquidation, bankruptcy, or receiver- 
ship of any registered holding com- 
pany or subsidiary company thereof 
or in which a receiver or trustee of 
any such company or any assets there- 
of is appointed, the court shall have 
jurisdiction to appoint a trustee or 
receiver, and, at the request of the 
Commission, shall have power, and 
it shall be the duty of the court to 
constitute and appoint the Commis- 
sion as sole trustee or receiver, wheth- 
er or not a trustee or receiver shall 
theretofore have been appointed. In 
any such proceeding a reorganization 
plan for a registered holding compa- 
ny or any subsidiary company thereof 
shall not become effective unless such 
plan shall have been approved by the 
Commission after opportunity for 
hearing prior to its submission to the 
court.” 

Comparison of the wording of these 
three sentences as they appeared in the 
original bills with their wording as 
they appeared in the substitute bill as 
originally introduced shows that the 
first sentence was unchanged, the sec- 
ond changed in some respects not ma- 
terial to the present inquiry and the 
third changed only by changing the 
word “proceedings” to the singular in 
order to conform to one of the chang- 
es made in the second sentence. 

It is evident that these provisions, 
as they appeared in the two original 
bills and also as they appeared in the 
substitute bill as originally introduced, 
afforded no basis whatever for the 
theory of Release 54 now under con- 
sideration. In each, the first sentence 
conferred authority on the Commis- 
sion to itself institute proceedings un- 
der § 77B. In each, the second sen- 
tence related to the appointment of a 
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receiver or trustee in any proceedings 
in a court of the United States wheth- 
er or not instituted by the Commis- 
sion. In each, the third sentence re- 
quired approval of a plan of reorgan- 
ization by the Commission prior to its 
submission to the court. It is en- 
tirely clear that the expression “In any 
such proceeding .’ which com- 
mences the third sentence in the sub- 
stitute bill as originally introduced, 
and the corresponding provision “In 
any such proceedings” in the two orig- 
inal bills referred to the proceeding 
or proceedings described in the second 
sentence, and that the requirement 
that the Commission approve the plan 
before its submission to the court was 
applicable irrespective not only of 
whether the initial appointment of a 
receiver or trustee occurred before or 
after registration, but also irrespective 
of whether a receiver or trustee was 
appointed at all. 

Thereafter the Senate amended the 
said substitute bill and by the amend- 
ment now referred to” the first of 
the three sentences before mentioned 
was completely deleted, the second 
such sentence changed as to wording, 
and the third left unchanged. This 
resulted in some inconsistency and 
incongruity of language, for the por- 
tion of § 11 (f) now under considera- 
tion, as a result of the amendment, 
read as follows: 

“(£) In any proceeding in a court 
of the United States, whether under 
this section or otherwise, in which a 
receiver or trustee is appointed for any 
registered holding company, or any 
subsidiary company thereof, the court 
shall have power, and, at the request 
of the Commission, it shall be the duty 
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of the court, to constitute and appoint 
the Commission as sole trustee or re- 
ceiver, subject to the directions and 
orders of the court, whether or not 
a trustee or receiver shall theretofore 
have been appointed. In any such 
proceeding a reorganization plan for 
a registered holding company or any 
subsidiary company thereof shall not 
become effective unless such plan shall 
have been approved by the Commis- 
sion after opportunity for hearing 
prior to its submission to the court.” 

By reason of the language above 
italicized the theory now under con- 
sideration became for the first time 
possible of assertion. As we have be- 
fore seen, previously it was clear that 
the requirement that the Commission 
approve the plan prior to its submis- 
sion to the court was applicable irre- 
spective of whether or when a trustee 
was appointed. Was it intended that 
the amendment should change this? 

The debate which occurred in the 
Senate in connection with the adoption 
of the amendment fairly shows that 
there was no such intention. The fol- 
lowing excerpts from such debate, 
which appears in full at pages 8844- 
8845 of the Congressional Record of 
June 7, 1935, throw light not only on 
the purpose of the amendment but of 
§ 11 (f) generally: 

Mr. Wheeler This amend- 
ment takes from the Commission the 
power to go into court and ask that 
a company be placed in the hands of 
a receiver because it is insolvent or 
because it cannot pay its debts. We 
simply say to the court now, “In the 
event you appoint a receiver, then up- 
on the request of the Commission you 
shall appoint the Commission such 
receiver, but the Commission shall be 
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subject to the rules and orders of the 
court.” 


Mr. Borah. I understand the sole 
effect of the amendment is to make 
it obligatory upon the court to appoint 
the Commission as trustee or receiver 
in case the court adjudges the parties 
bankrupt. 

Mr. Wheeler. The purpose of the 
amendment is to make it clear that 
when the court appoints the Commis- 
sion trustee or receiver, the Commis- 
sion is to be subject always to the 
direction and orders of the court; and 
it is further designed to take away 
the power of the Commission to in- 
vestigate (sic) bankruptcy proceed- 
ings under § 77B. . . . So that with 
this amendment, only if the court or- 
ders the company into receivership can 
the Commission ask that it shall be 
appointed as receiver or trustee. 


Mr. Hastings. My recollection of 
the section, without having read it for 
a day or two, is that under the bill as 
reported by the committee the Com- 
mission itself could make application 
to the court if, in its judgment, any 
registered holding company or any 
subsidiary company thereof was in- 
solvent or unable to pay its debts? 

Mr. Wheeler. That is correct. 

Mr. Hastings. Then the bill pro- 
vided that, having made the applica- 
tion to the court, the court was com- 
pelled to appoint the Commission trus- 
tee, and then that there could be no 
reorganization except the kind of re- 
organization suggested by the Com- 
mission itself. In other words, under 
the bill we have the Commission it- 
self, which has no monetary interest 
in the matter, and which makes ap- 


plication for the bankruptcy proceed- 
ing, given power to have itself ap- 
pointed trustee and then itself propose 
the plan of reorganization. J should 
like to know what changes the amend- 
ment makes in those three respects? 

Mr. Wheeler. The amendment 
completely changes the first of those 
three things, because, in the first place, 
it takes away from the Commission 
the right to go into court and ask the 
court te appoint a receiver. 

Mr. Hastings. That is the tmpor- 
tant matter. 

Mr. Wheeler. Yes. 

Mr. Hastings. Of course it is a 
little difficult to follow the language 
and remember it when one has not the 
amendment before him; but let me 
make an inquiry. The Senator says 
the amendment removes the first ob- 
jection, which I think was the most 
serious one. 

Mr. Wheeler. Absolutely. 

Mr. Hastings. Does the amendment 
leave the other two provisions? As I 
remember, the Senator said it does 
provide that the Commission shall be 
named trustee or receiver by the court. 

Mr. Wheeler. That ts correct. 


Mr. Borah. Mr. President, I desire 
to ask the Senator from Montana a 
question. 

On page 50, beginning with line 2, 
the bill provides as follows: 

In any such proceeding a reorgan- 
ization plan for a registered holding 
company or any subsidiary company 
thereof shall not become effective un- 
less such plan shall have been ap- 
proved by the Commission after op- 
portunity for hearing prior to its sub- 
mission to the court. 

I do not exactly understand that 
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language. Does it mean that the 
court’s jurisdiction with reference to 
the reorganization, or what shall be 
permitted by decree of the court, is 
limited; or is it simply recommenda- 
tory to the court? 

Mr. Wheeler. We do exactly the 
same thing at the present time, as I 
understand, with reference to the In- 
terstate Commerce Commission. A 
plan for the reorganization of a rail- 
road is supposed to be submitted to 
the Interstate Commerce Commission 
for its approval before it is approved 
by the court. We put this provision 
in here in. practically the same man- 
ner, as I recall, as the existing provi- 
sion with reference to the Interstate 
Commerce Commission in the case of 
railroad reorganizations. 


Mr. Steiwer. In respect to the lan- 
guage which is now under discussion, 
at the top of page 50, has there been 
urged upon the committee, or brought 
to the attention of the chairman, the 
contention that that language would 
oust the court of its jurisdiction, and, 
therefore, be objectionable? 

Mr. Wheeler. To what language 
does the Senator refer? 

Mr. Steiwer. The language to 
which the Senator from Idaho (Mr. 
Borah) has just called attention, near 
the top of page 50. 

Mr. Wheeler. No; I do not think 
it would oust the jurisdiction of the 
court. I think there is no question 
that Congress would have the power 
to say that the court shall, when it 
appoints a receiver, appoint the Com- 
mission receiver, because, after all, 
the court is a statutory court, and we 
have the right to say that before this 
plan is approved by the court it shall 
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be approved by the Commission. Fur. 
thermore, this is a mere matter of Con. 
gress providing the administrative 
machinery surrounding receiverships, 
and in no way usurping any judicial 
powers. The judicial functions re- 
main, as always, in the court. 

If I am not mistaken about the 
matter, we employ exactly that pro- 
cedure in railroad reorganizations at 
the present time; and the only com- 
plaint we have had has been that the 
Interstate Commerce Commission has 
been too lenient, and has approved a 
number of plans which should not 
have been approved. 

Mr. Steiwer. I make no contention 
about the matter at this time, but it 
occurs to me that provision might be 
subject to the objection that it would 
oust the jurisdiction of the court. 

Mr. Wheeler. The Senator from 
Indiana (Mr. Minton) has called my 
attention to the fact that the provision 
does not oust the jurisdiction of the 
court at all, because the court has to 
approve the plan even though the 
Commission approves it. In other 
words there is really a double check 
upon the plan, and final determina- 
tion rests as in the past in the courts. 


The amendment had two purposes. 
One was to take out of the bill au- 
thority for the Commission to itself 
institute proceedings under § 77B. 
This was accomplished by the com- 
plete deletion of the first sentence. 
The second purpose was to provide 
that in acting as trustee or receiver 
the Commission was to be subject to 
the directions and orders of the court. 
This was accomplished by changing 
the second sentence. Perhaps also, in 
view of the complete deletion of the 
first sentence the language of the sec- 
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ond sentence may have appeared to 
have become unnecessarily detailed 
and there may have been an incidental 
idea of improving it in that respect 
in connection with the change of sub- 
stance. However that may be, in the 
light of the known purpose of the 
change made in the second sentence 
the resulting phraseology affords such 
slight basis for the view that it re- 
stricts the applicability of the sen- 
tence following it which was left un- 
changed, to situations in which the 
receiver or trustee is first appointed 
after registration, that it is incredible 
that such intent, had it existed, would 
not have been evidenced by words 
more express. 

It is equally incredible that such in- 
tent involving a further substantial 
change in the previous meaning of the 
section, would not have been men- 
tioned, had it existed, in the course of 
the Senate debate. Not only is the 
debate silent wth respect to any such 
intent but some of the above quoted 
excerpts therefrom fairly negative its 
existence. 

The changes that occurred in § 11 
(f) subsequently to the before-men- 
tioned amendment to the Senate Sub- 
stitute Bill with respect to which the 
above-mentioned debate occurred ap- 
pear irrelevant for purposes of the 
present point. The text of § 11 (f) 
as finally enacted is set forth earlier 
in this opinion. 

The power of Congress to legislate 
with respect to proceedings in bank- 
ruptcy and in the Federal courts is 
unquestioned, and in enacting § 11 
(f) it was intended to relate this Com- 
mission to court reorganizations of 
public utility holding companies in 
manner similar to the relation of the 


Interstate Commerce Commission to 
court reorganizations of railroads. 
Such being the undoubted purpose of 
the statutory provision, what useful 
purpose could be served by making a 
distinction between a holding company 
which registers under the act after 
the initial appointment of a trustee 
and one which registers subsequently 
to such initial appointment? None is 
suggested by the legislative history 
of the section and I perceive none. 
The theory that such a distinction ex- 
ists rests solely upon a verbal incon- 
sistency and incongruity in § 11 (f) 
which in connection with an amend- 
ment having a known purpose crept in 
unperceived. 

I conclude that the requirement 
that a plan of reorganization for a 
registered holding company or subsid- 
iary company thereof be approved 
by the Commission prior to submis- 
sion to the court is applicable irre- 
spective of whether a receiver or trus- 
tee is first appointed prior or subse- 
quently to registration, or, for that 
matter, irrespective of whether a re- 
ceiver or trustee is appointed at all. 
To this extent our Release 54 should 
be disapproved. The view of § 11 
(f), which I now express, is in har- 
mony with § 77B of the Bankrupt- 
cy Act which forbids the court to con- 
firm the plan until after a showing 
that the acquiring of property and is- 
suing of securities involved in the 
plan is permitted by the state and 
Federal laws. 

We must give consideration to §§ 7 
and 10 and their applicability in a sit- 
uation to which § 11 (f) applies. In 
imposing upon this Commission the 
duty under § 11 (f) of passing upon 
reorganizations of registered holding 
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companies and their subsidiaries, Con- 
gress recognized that the efforts of 
the Commission should be codrdinat- 
ed with the work of the courts in re- 
organization cases. The objectives 
of the act could not be achieved if, 
while the Commission was applying 
the standards of the act in some cas- 
es, reorganizations could be effected 
through the courts without applica- 
tion of such standards. By § 1 (c) 
of the act all the provisions are to be 
interpreted in accordance with the pol- 
icy expressed in the act. The policy 
and standards to be applied in a pro- 
ceeding under § 11 (f) are to be 
found in those sections of the act 
which relate to the matters being pre- 
sented under § 11 (f). For example, 
if the plan includes the issue of secu- 
rities, the section fixing standards for 
the issuance of securities is § 7. If 
the plan includes the acquisition of se- 
curities or utility assets or any other 
interest in any business, the section 
fixing standards for such acquisition 
is § 10. The proper interpretation 
would appear to be that in acting un- 
der § 11 (f) the Commission is to 
apply the standards supplied by other 
sections of the act, such as §§ 7 and 
10. 

Section 11 (f) relates only to Fed- 
eral court reorganizations.* Sections 
7, 10, and 11 (g) have broader appli- 
cation and can be applied to reorgani- 
zations of registered holding compa- 
nies and their subsidiaries effected 
outside the Bankruptcy Act and the 
Federal courts. In instances, how- 
ever, in which § 11 (f) is applied sep- 





8It should be borne in mind that in this 
opinion I am dealing with a registered holding 
company and not with a holding company 
which undergoes reorganization without regis- 
tering in compliance with §§ 4 and 5. 
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arate proceedings under §§ 7 and 10 
need not be had, for although thos 
sections are applicable in the sens 
that they supply standards, such 
standards are to be applied in the pro. 
ceedings under § 11 (f). So con. 
strued the several sections relate this 
Commission to court reorganizations 
by an orderly and practical procedure, 
The proceedings under § 11 (f) do 
not exclude but rather facilitate the 
rendition of a report under § 11 (g) 
where such report is required. There. 
after if the Commission has approved 
the plan, it is in order to seek the nec- 
essary assents and the approval of the 
court. Confirmation by the court is 


the culminating act and gives the 
plan effectiveness. 

If § 11 (f) were not in the act or 
if there could be cases of reorganiza- 
tion under § 77B of the Bankruptcy 
Act to which § 11 (f) did not apply, 


it seems plain that the company under- 
going reorganization should come here 
for approval prior to final confirma- 
tion of the plan by the court. This 
would result in the plan being tested 
by the standards of §§ 7 and 10 and 
would also keep effective the provi- 
sion of § 77B to which we have re- 
ferred; namely, that the court cannot 
confirm until after compliance with 
Federal laws has been shown. Should 
the idea be advanced that a strictly 
literal application of §§ 6 and 7 sug- 
gests that after final and uncondition- 
al approval by the bankruptcy court 
this Commission would be at liberty to 
set the court’s decree at naught by ex- 
ercise of power to disapprove the se- 
curity issuance called for by the plan, 
the reply would be that such a doc- 
trine is contrary to the American sys- 
tem of law which is founded on the 
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supremacy of the law and the superior 
power of the court to declare it. The 
effort should be made to fit adminis- 
trative law into our pattern of law. 
We need not consider whether Con- 
gress could constitutionally provide 
that after unconditional court con- 
firmation a company reorganizing un- 
der § 77B must secure additional ap- 
proval from an administrative body. 
I do say (1) that such a provision 
would be so unusual that only a very 
plain and express provision would in- 
duce a court to so construe it and (2) 
that such a power in an administra- 
tive body would itself have to be sub- 
ject to court review—otherwise the 
administrative body would have final 
jurisdiction to declare the law and this 
would be completely at odds with our 
constitutional system. 

Implicit in what has been said is a 
principle which is axiomatic in admin- 
istrative law. It is that the action of 
the administrative body should pre- 
cede the final action of the court. This 
would seem to be so whether the ap- 
plicant comes here under §§ 7 and 10 
or 11 (f). It will be recalled that in 
the course of the before-mentioned 
Senate debate it was remarked that 
3 final determination rests as 
in the past in the courts.” Every con- 
sideration of fairness to the court re- 
quires that any objection which the 
Commission may have to a plan on 
whatever grounds be made known to 
the court prior to final confirmation by 
the court. Consider, furthermore, 
some of the illogical and disorderly 
situations that might otherwise arise. 

Suppose after final confirmation by 
the court a plan is presented here un- 
der §§ 7 and 10 and suppose, further, 
that this Commission then disapproves 
[2] 


it. It then goes back to the court and 
the court perhaps refuses to vacate or 
modify its decree. It is not to be sup- 
posed that Congress intended to au- 
thorize any such game of battledore 
and shuttlecock.® 

Or suppose the Commission ap- 
proves a plan under § 11 (f) and 
makes a favorable report under 
§ 11 (g). On the strength thereof 
assents of security holders are then 
obtained and the plan is confirmed by 
the court. If the plan must come back 
to the Commission under §§ 7 and 10, 
the Commission would then be free 
to disapprove what it had previously 
approved. 


Or suppose that as permitted by 
§ 11 (f) the Commission itself pro- 
poses a plan. It is thereafter con- 
firmed by the court and thereafter is 
brought back to the Commission in 
a proceeding under §§ 7 and 10. The 
Commission would be free to disap- 
prove at that time the plan that was 
of its own proposing. 

Section 11 (f) gives this Commis- 
sion jurisdiction over fees and ex- 
penses. So does § 7. It is not to be 
supposed that Congress intended to 
duplicate that authority. The sepa- 
rate authorizations were evidently in- 
tended to apply to different situations 
and not to the same situation. 

The actions of this Commission 
under the act are subject to review by 
the court. The Commission is pow- 

8 Clause (h) of § 77B of the Bankruptcy 
Act exempts from the provisions of the Se- 
curities Act of 1933, other than provisions 
thereof relating to deceits and frauds, all 
securities issued pursuant to any plan of re- 
organization confirmed by the court in ac- 


cordance with the provisions of § 77B. 
10 Public Utility Holding Company Act, § 





24. 
11 Pyblic Utility Holding Company Act, § 
18. 
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erless to enforce its orders under the 
act except through the court.” Sec- 
tion 11 (f) provides that in acting as 
trustee or receiver the Commission 
shall be subject to the directions and 
orders of the court. Yet if this Com- 
mission has power to reject a plan that 
has been finally confirmed by the 
court, the court is in effect made sub- 
ject to the Commission, and the Com- 
mission given a veto power over the 
court. Probably no instance of the 
possession of such a power can be 
found in the United States today. For 
this Commission to possess it would 
be not only inimical to orderly pro- 
cedure and wholly contrary to the 
pattern of our statutory law, but also 
to principles which are basic in our 
judicial system.” On this there is no 
disagreement in the Commission. 
As it was intended that the relation 
of this Commission to court reorgani- 


zations of public utility holding com- 
panies and their subsidiaries should 
be similar to the relation of the 
Interstate Commerce Commission to 
court reorganizations of railroads, 
the statutory provisions by which 
the Interstate Commerce Commis- 


sion is so related are of partic- 
ular interest. These provisions are 
found in § 77 of the Bankruptcy Act. 
The Senate debate during which the 
intended similarity of the relation of 
this Commission to that of the Inter- 
state Commerce Commission was 
plainly and repeatedly stated occurred 
on June 7, 1935. The Public Utility 

12 Cf. Federal Trade Commission v. Gratz 
(1920) 253 U. S. 421, 64 L. ed. 993, 40 S. Ct. 
572; St. Joseph Stock Yards Co. v. United 
States (1936) 298 U. S. 38, 80 L. ed. 1033, 
14 P.U.R.(N.S.) 397, 56 S. Ct. 720; Ohio 
Bell Teleph. Co. v. Ohio Public Utilities Com- 


mission (1937) 301 U. S. 292, 81 L. ed. 1093, 
18 P.U.R.(N.S.) 305, 57 S. Ct. 724. 
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Holding Company Act of 1935 be. 
came law on August 26, 1935. While 
it is true that on both those dates the 
statutory provisions with respect to 
the Interstate Commerce Commission 
differed somewhat from the present 
ones and that on August 27, 1935 (one 
day after the Holding Company Act 
became law) § 77 of the Bankruptcy 
Act was extensively amended with re- 
sulting changes in procedural steps 
relating to railroad reorganization, it 
is also true that while the Holding 
Company Act was being debated the 
before-mentioned changes in § 77 of 
the Bankruptcy Act were also ap- 
proaching completion. 

Prior to the amendment of August 
27, 1933, § 77 provided (clause d) 
for a hearing by the Interstate Com- 
merce Commission and a report by it 
recommending a plan (as proposed or 
changed) prior to solicitation, and 
that upon the obtaining of the requi- 
site assents of stockholders and cred- 
itors the Interstate Commerce Com- 
mission might (clause e) “without 
further proceedings, grant authority 
for the issue of any securities, assump- 
tion of obligations, transfer of any 
property, or consolidation or merger 
of properties, to the extent contem- 
plated by the plan consistent with the 
purposes of the Interstate Commerce 
Act as amended.” The statute pro- 
vided further (clause f) that if the 
plan recommended by the Interstate 
Commerce Commission in its report 
was accepted by the requisite stock- 
holders and creditors that the Com- 
mission should thereupon certify the 
plan to the court together with its ap- 
proval thereof and that the plan had 
been so accepted. The statute further 
provided (clause g) that upon such 
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approval by the Interstate Commerce 
Commission (certified as aforesaid) 
the judge should approve the plan if 
satisfied in certain enumerated re- 
spects, among them being (clause g 
7) that the debtor, and every other 
corporation issuing securities or ac- 
quiring property under the plan, was 
authorized by its charter or by ap- 
plicable state or Federal laws, upon 
confirmation of the plan, to carry out 
the plan. The statute further provid- 
ed (clause h) that upon such confirma- 
tion the plan should be binding and 
also (clause h) that the confirmation 
of the plan should discharge the debt- 
or from its debts except as provided 
in the plan. The statute further pro- 
vided (clause h) that upon the con- 
frmation of the plan by the judge, 
“the debtor and other corporations 
affected by the plan, or organized or 
to be organized for the purpose of 
carrying out the plan, shall, subject to 
the jurisdiction of the Commission, 
have full power and authority to put 
into effect and carry out the plan and 
the orders of the judge relative there- 
to, the laws of any state or the deci- 
sion or order of any state authority to 
the contrary notwithstanding.” 

Such was the procedure with re- 
spect to the Interstate Commerce 
Commission at the time of the before- 
mentioned Senate debate and at the 
time of the enactment of the Public 
Utility Holding Company Act of 
1935. Whatever the expression “sub- 
ject to the jurisdiction of the Com- 
mission” may have meant, it is evi- 
dent that the Commission’s approval 
or disapproval of the plan was to pre- 
cede the court’s confirmation or re- 
fusal to confirm. No other interpre- 
tation is possible in view of the pro- 


vision making the confirmation of the 
plan by the court the discharge of the 
debtor from its debts. 

By the amendment of August 27, 
1935, the procedure was changed in 
some respects. Following the report 
of the Commission recommending 
the plan and prior to the solicitation 
of assents, the plan and the Commis- 
sion’s approval thereof are to be cer- 
tified to the court (clause d) for ap- 
proval. If the judge gives this pre- 
liminary or intermediate approval, the 
plan is then submitted (clause e) to 
the stockholders and creditors. If 
the requisite assents are obtained, the 
Commission so certifies (clause e) to 
the judge. The statute further pro- 
vides (clause e) that upon receipt of 
such certification the judge shall con- 
firm the plan if satisfied in the respects 
specified in the statute, whereupon 
(clause f) the plan becomes binding. 
The statute further provides (clause 
€}: 

“Upon confirmation of the plan, the 
debtor and any other corporation or 
corporations organized or to be or- 
ganized for the purpose of. carrying 
out the plan, shall have full power and 
authority to, and shall put into effect 
and carry out the plan and the orders 
of the judge relative thereto, under 
and subject to the supervision and the 
control of the judge, the laws of any 
state or the decision or order of any 
state authority to the contrary not- 
withstanding.” 

The statute also provides (clause 
f): 

“Upon confirmation of a plan the 
Commission shall without further pro- 
ceedings, grant authority for the is- 
sue of any securities, assumption of 
obligations, transfer of any property, 
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sale, consolidation or merger of the 
debtor’s property, or pooling of traf- 
fic, to the extent contemplated by the 
plan and not inconsistent with the 
provisions and purposes of the Inter- 
state Commerce Act as now or here- 
after amended.” 

As in the case of the statute prior 
to its amendment, the legislative in- 
tent that the Commission’s approval 
or disapproval of the plan shall pre- 
cede the judge’s confirmation or re- 
fusal to confirm is apparent. What 
the expression “ not inconsist- 
ent with the provisions and purposes 
of the Interstate Commerce Act as 
now or hereafter amended” might be 
held to mean under varying circum- 
stances need not now be determined. 
We find no reported court decisions 
or Interstate Commerce Commission 
rulings to guide us. Furthermore, the 
statute makes it mandatory that after 


confirmation of the plan by the court 
the Interstate Commerce Conimission 
“shall” grant authority for the issue 
of securities contemplated by the plan 
and shall do so “zithout further wie 


“ec 


ceedings.” The expression 
not inconsistent with the provisions 
and purposes of the Interstate Com- 
merce Act as now or hereafter amend- 
ed” could only prevent the issue of 
the securities contemplated by the 
plan on it being found that the Inter- 
state Commerce Commission in ap- 
proving the plan and the court in 
confirming it had permitted action in- 
consistent with the provisions and 
purposes of the Interstate Commerce 
Act. The broad conception that the 
action of the administrative body 
should precede that of the judicial 
body is evident. 

In bringing plans of reorganization 
21 P.U.R.(N.S.) 


of registered holding companies and 
their subsidiaries to the Securities and 
Exchange Commission under § 11 (f) 
of the Public Utility Holding Com- 
pany Act of 1935 there may be in- 
stances in which some details, such, 
for example, as some of the terms and 
provisions of indentures, will be at 
the time undetermined. Under such 
circumstances it would appear entire- 
ly proper for the Commission to pass 
upon what is then presented to it and 
base its report under § 11 (g) upon 
the essential features of the plan even 
though minutiz may not yet have 
been worked out. In such case the 
Commission could retain jurisdic- 
tion under § 11 (f) for the purpose 
of later passing upon such minutiz. 
It must be admitted that no express 
power of retention is found in § 11 
(f). However, in exercising the au- 
thority afforded by § 11 (f) the Com- 
mission is essentially an adjunct of a 
court of equity * and it seems entire- 
ly proper that this Commission re- 
serve power under § 11 (f) to ex- 
amine, after provisional court approv- 
al has been obtained, the definitive 
documents, if then presented for the 
first time, to see (1) that they carry 
out the plan, and (2) that their de- 
tails are not offensive to the act. Pend- 
ing final approval by the Commission 
there would seem to be no objection 
to seeking from the court an inter- 
mediate or conditional approval such 
as the one obtained in the present case. 
It is final confirmation by the court, 
not an intermediate or qualified ap- 
proval, which is the culminating act. 

I think Release 54 should be disap- 


13 Cf. Chamber of Commerce of Minnea > 

Federal Trade Commission (1926) 1 
(2d) 673; L. B. Silver Co. v. Federal Trade 
ommission (1923) 292 Fed. 752. 
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proved so far as it relates to § 11 (f). 


ORDER 


Joint hearings having been held on 
the declarations and applications, as 
amended, relating to the reorganiza- 
tion of Peoples Light and Power Cor- 
poration and its subsidiaries and filed 
with this Commission in the above- 
entitled proceedings ; the Commission 
having heard argument and duly con- 
sidered the record in this matter and 
having filed its findings herein ; 


It is ordered that said declarations, 
as amended, be and become effective 
forthwith and that said applications, 
as amended, be and they hereby are 
granted; upon condition, however, 
that the issue and sale of the securi- 
ties covered by said declarations and 
the acquisitions of securities covered 
by said applications be effected in 
substantial compliance with the terms 
and conditions of and for the pur- 
poses represented by said declarations 
and applications, as amended. 
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Re Yellow Cab Transit Company et al. 


[Case No. T-5799.] 


Commissions, § 17 — Jurisdiction and powers — Statutory limitations. 
1. The Commission, as a representative agency of the legislature, has only 
such power and authority as has been or is vested with it by enactments of 
the general assembly, p. 23. 


Commissions, § 31 — Jurisdiction — Determination of powers. 
2. The Commission must ascertain from the pertinent portion or part of a 
law under which it acts what authority it has concerning the matter before 
it, p. 23. 

Motor carriers, § 11 — Commission jurisdiction — Regulation of trailers. 
3. The Commission is required by Par. (i) of § 5264 of the Bus and Truck 
Law to regulate the use of trailers in and upon the highways of the state 
when the same are being used in transportation movements that come within 
the purview of that law, p. 23. 


Motor carriers, § 19 — License fees for trailers or semi-trailers. 
4. Section 5272, Par. (c) of the Bus and Truck Law empowers the Com- 
mission, in computing the annual license fees on motor vehicle trailer or 
semi-trailer operating under certicates of convenience and necessity and 
interstate permits as freight-carrying vehicles, to rate the same according 
to the actual load carrying capacity, p. 24. 


Statutes, § 11 — Construction — Legislative intent. 
5. The Commission, as a matter of law, in its determination as to whether 
the tractor or the trailer should be licensed under § 5272 of the Bus and 
Truck Law, should follow the primary rule of statutory construction, which 
is to ascertain and give effect to legislative intent, which intent is to be ob- 
tained primarily from the language used in the statute, p. 24. 
21 21 P.U.R.(N.S.) 
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Motor carriers, § 19 — Licenses — Tractors and trailers. 


6. Section 5272 of the-Bus and Truck Law contemplates the annual licens. 
ing of trailers and semi-trailers and does not authorize the licensing of trac. 
tors instead of the trailers that are pulled by the tractors, p. 24. 


Statutes, § 16 — Construction. 


7. Sections of the Bus and Truck Law relating to licensing of motor ye. 
hicles, trailers, and semi-trailers are to be treated and construed as a chain 
of statutes ; the same being placed in juxtaposition and being in pari materia 
are to be treated as if embodied in one section because statutes must be 
construed as to the whole system of which they form a part, and therefore 
statutes on cognate subjects may be referred to though not strictly pari 
materia in order to elucidate the intention of the legislature in enacting any 


given statute, p. 24. 


[August 11, 1937.] 


a by motor transportation companies requesting 
authority to license tractors instead of annually licensing 
trailers that are pulled by the tractors; application denied. 


ANDERSON, Commissioner: This 
matter is before the Commission by 
an application filed on behalf of the 
Yellow Cab Transit Company, Law- 
rence A. Elliott, Tri-State Motor 
Transport, Inc., Toedebusch Trans- 
fer, Inc., and other certificated car- 
riers, in which application the appli- 
cants are requesting the Commission 
to authorize them to license the trac- 
tors instead of annually licensing the 
trailers that are pulled by the tractors. 
The application further alleged if the 
applicants were permitted to license 
the tractors or power units they could 
designate certain units to be used in 
the state of Missouri and greatly de- 
crease the cost of their operations. 

This cause was set for a hearing by 
the Commission at its hearing room in 
Jefferson City, Missouri, on the 23rd 
day of April, 1937, after the interested 
parties had been notified of the time 
and place of said hearing. On that 
date there was a hearing had before 
the Commission en banc. The Yellow 
Cab Transit Company, Lawrence A. 
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Elliott, Tri-State Motor Transport, 
Inc., and Toedebusch Transfer, Inc., 
appeared by counsel. Also other in- 
terested motor carriers, the Brashear 
Freight Lines, Anderson Motor Serv- 
ice Company, and Powell Bros. Truck 
Lines, Inc., appeared by counsel. 
The proof in this cause of action 
was to the effect that the applicants 
or movants were operating in both in- 
trastate and interstate commerce as 
freight-carrying motor carriers for 
hire and that the transportation move- 
ments made by them necessitated the 
use of operating units which consisted 
of tractors and trailers. On many oc- 
casions the trailers are loaded at points 
like St. Louis and Kansas City with 
interstate shipments and then the same 
are transported in the trailers beyond 
the confines of this state. When the 
trailers are used for the transporta- 
tion of interstate shipments on many 
occasions the same would not be used 
in the state of Missouri probably over 
two days per week, The rest of the 
time the trailers would be in use for 
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the continuation of transportation 
movements beyond the boundaries of 
this state. On many occasions the 
trailers are used both for the transpor- 
tation of intrastate and interstate ship- 
ments. It was also shown if the appli- 
cants were permitted and authorized 
to license the tractors that several trail- 
ers could be operated efficiently with 
one tractor. It was claimed that this 
would materially decrease the cost of 
operation which could be reflected in 
the rates charged to the shipping pub- 
lic for the transportation movements. 
The applicants further maintain that 
it would be far more equitable for 
them if they were permitted and au- 
thorized to annually license the trac- 
tors instead of the trailers or semi- 
trailers. They further claimed that 


the Commission had not construed 
properly the Missouri Bus and Truck 
Law as to the subject matter in ques- 


tion for it was their contention that 
under that enactment the Commission 
could legally authorize the annual li- 
censing of tractors or the power units 
instead of trailers or semi-trailers as 
required at the present time. There 
was proof to the effect that there 
would be a substantial saving to the 
applicants and other certificated car- 
tiers because they would be able to 
operate more than one trailer or semi- 
trailer with one tractor or power unit. 
At the present time many of the trail- 
ers or semi-trailers are operated on 
emergency travel orders and if the ap- 
plicants were authorized to license the 
tractor or power unit they would be 
able to move the trailers or semi-trail- 
ers across the state without the pur- 
chasing of travel orders as required at 
the present time, or in substance the 
gravamen of the evidence offered in 


this cause and the arguments by cer- 
tain counsel were all to the effect if 
the application in question were grant- 
ed that the applicants as well as other 
certificated carriers could legally oper- 
ate without paying the amount of li- 
cense fees as they are required to pay 
at the present time. 

[1-3] For the Commission to prop- 
erly dispose of the instant application 
it is necessary for it to consider cer- 
tain sections of the Missouri Bus and 
Truck Law and the General Regula- 
tory Act because as a matter of law 
the Commission is merely a represent- 
ative agency of the legislature. Lusk 
v. Atkinson (1916) 268 Mo. 109, 186 
S. W. 703. Since the Commission is a 
representative agency of the legisla- 
ture it necessarily follows that the only 
power or authority that it has or is 
vested with is that which is conferred 
upon it by enactments of the general 
assembly, or in substance it is a crea- 
ture of statute and it necessarily fol- 
lows that it must travel in a statutory 
orbit. In view of the fact that the 
Commission is a creature of statute it 
is obligatory upon it as a regulatory 
body to take the facts as it finds them 
and promulgate only such orders as 
are strictly in the powers delegated to 
it by law. State ex rel. Jenkins v. 
Brown (1929) 323 Mo. 382, P.U.R. 
1930B, 512, 19 S. W. (2d) 484. 
Since the Commission is only endowed 
with the powers delegated to it as a 
matter of law it must ascertain from 
the pertinent portion or part of the 
Missouri Bus and Truck Law as to 
what authority it has concerning the 
gravamen of the application at bar. 
If it did not do that it could not prop- 
erly function as a regulatory body. 
Section 5264 of the Missouri Bus and 
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Truck Law (Rev. Stats. 1929, Anno. 
Supp.) clearly and distinctly sets out 
and defines what is meant by the term 
“trailer.” Paragraph (i) of the 
aforesaid mentioned section is as fol- 
lows: 

“The term ‘trailer’ whén used in 
this act, means any vehicle without 
motive power designated or used for 
carrying persons or property, or both, 
and for being drawn by a separate mo- 
tor-propelled vehicle, and shall include 
any vehicle of the trailer type whether 
designed or used for carrying proper- 
ty or persons, or both, wholly on its 
own structure, or so designed or used 
that a part of its own weight or that 
of its load, or both, rests upon and is 
carried by such other motor-propelled 
vehicle.” 

Under this section of the statute it 
is conclusive that the general assembly 
in the enactment of that legislative fiat 
as heretofore mentioned intended that 
the Commission as a regulatory body 
should regulate the use of trailers in 
and upon the highways of this state 
when the same were being used in 
transportation movements that come 
within the purview of the Missouri 
Bus and Truck Law. 

[4-7] It also is necessary for the 
Commission to consider portions or 
parts of § 5272 of the Missouri Bus 
and Truck Law, which Par. (c) of 
that section is as follows: 

“In computing the annual license fee 
on each motor vehicle, trailer or semi- 
trailer, operating under a certificate of 
convenience and necessity or inter- 
state permit as a freight-carrying ve- 
hicle, the vehicle shall be rated on the 
manufacturer’s rated load capacity or 
the actual weight carrying capacity of 
the vehicle, which capacity shall be de- 
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termined by the Public Service Com. 
mission at the time a certificate of cop. 
venience and necessity or interstate 
permit is issued. For each motor ye. 
hicle operating under a certificate of 
convenience and necessity or interstate 
permit as a freight-carrying vehicle 
the annual license fee shall be as fol. 
lows: 


More than My and not more than : tons $25.0 
“ “ “ce “ Ty “ “ 65, 


8 
9 tons, $500.00.” 


The phraseology of this paragraphis 
so obvious and plain that it is beyond 
question that it was the intent of the 
statute to empower the Commission 
when computing the annual license 
fees on motor vehicle trailer or semi- 
trailer operating under certificates of 
convenience and necessity and inter- 
state permits as freight-carrying ve- 
hicles to rate the same according to the 
actual load carrying capacity. In con- 
junction with the aforesaid mentioned 
paragraph it is necessary for the Com- 
mission to consider a portion or part 
of Par. (e) of the aforesaid mentioned 
section, which proviso is as follows: 

Provided, however, that in 
determining the amount of license tax 
due on freight-carrying motor carrier 
where said motor carrier uses a trac- 
tor for pulling trailers or semi-trailers, 
the tax shall be computed on the ca 
pacity of each trailer or semi-trailer.” 

Under this proviso of the aforesaid 
mentioned legislative enactment it is 
evident that the law contemplated the 
use of operating units in and upon the 
highways which would consist of two 
units, one being the power unit and the 
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other the trailer, or semi-trailer, and 
if any certificated carrier or any car- 
rier operating under interstate permit 
chose to use such transportation units 
for equipment then it would be obliga- 
tory upon the Commission to deter- 
mine whether or not it should require 
annually the licensing of the tractor or 
the trailer. The Commission as a mat- 
ter of law in its determination as to 
which operating unit should be li- 
censed should follow the primary rule 
of statutory construction which is to 
ascertain and give effect to the legis- 
lative intent. The legislative intent of 
any given statute is to be obtained pri- 
marily from the language used in the 
statute. Grier v. Kansas City, C. C. 


& St. J. R. Co. (1921) 286 Mo. 523, 
228 S. W. 454; St. Louis & I. M. R. 
Co. v. Clark (1873) 53 Mo. 214. 
Further, statutes are to be construed 
so as not to pervert the very object 


aimed at. Missouri Granitoid Co. v. 
George (1910) 150 Mo. App. 650, 
131 S. W. 470. It is obvious under 
the aforesaid mentioned sections of 
the Missouri Bus and Truck Law that 
those sections contemplated the annual 
licensing of trailers and semi-trailers. 
Where the language of the statute as 
in the sections heretofore mentioned is 
plain and unambiguous there is no 
occasion for construction. State ex 
rel. Cobb v. Thompson (1928) 319 
Mo. 492, 5 S. W. (2d) 57; Donald- 
son v. Donaldson (1913) 249 Mo. 
228, 155 S. W. 791; Reay v. Elmira 
Coal Co. (1930) 225 Mo. App. 102, 
34S. W. (2d) 1015. Since the 
phraseology of the statute in the pro- 
viso as heretofore set out in § 5272 
is so plain and unambiguous that there 
is no room for statutory construction 
it necessarily follows that the effects 


given a statute should be accorded to 
their plain and obvious meaning. 
United States v. Standard Brewery 
(1920) 251 U. S. 210, 64 L. ed. 229, 
40 S. Ct. 139; Betz v. Kansas City S. 
R. Co. (1926) 314 Mo. 390, 284 S. 
W. 455. If the applicable provisions 
of the Missouri Bus and Truck Law 
are to be accorded their plain and ob- 
vious meaning it would necessarily fol- 
low that the authority requested by 
the applicants in the instant case could 
not legally and rightfully be granted 
by the Commission. For the Com- 
mission to grant the request of the ap- 
plicants would mean that the Com- 
mission would have to read into the 
statute a different intent or meaning 
than the statute confers itself, because 
it is evident that the pertinent sections 
of the statute heretofore quoted to be 
properly construed must be treated as 
a chain of statutes. If those pertinent 
sections of the statute are to be treated 
and construed as a chain of statutes 
the same being placed in juxtaposition 
and being in pari materia are to be 
treated as if embodied in one section 
because statutes must be construed as 
to the whole system of which they 
form a part and therefore statutes on 
cognate subjects may be referred to 
though not strictly pari materia in or- 
der to elucidate the intention of the 
legislature in enacting any given stat- 
ute. Sutherland on Statutory Con- 
struction, §§ 283 and 284. It is con- 
clusive if the aforesaid mentioned sec- 
tions of the statute are to be accorded 
their plain and obvious meaning and 
be treated as a chain of statutes then 
the authority requested in the present 
application must be denied, although 
considering the same in the most fa- 
vorable light to the applicants, because 
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in view of the wording of those sec- 
tions it is unbelievable to think that 


heretofore reached it necessarily fol. 
lows that the application in the ip. 


stant cause of action will be denied and 
an order expressing those views will 
accordingly be so issued. 


it was the intent of those legislative 
fiats to authorize the licensing of trac- 
tors as the applicants request, and such 
a construction cannot rightfully be 
read into the statute. 

Wherefore, from the conclusions 


Hargus, Chairman, and Boyer, Nor. 
toni, and Ferguson, Commissioners, 
concur. 





DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Capital Transit Company 


[Formal Case No. 247, Order No. 1634.] 


Return, § 48 — Reasonableness — Right to earn — Value of service. 
1. A public utility is entitled to a reasonable return upon the value of that 
which it employs for the public convenience, and, on the other hand, the 
public is entitled to demand that no more be exacted for the use of the 
utility’s property than the service is reasonably worth, p. 28. 


Rates, § 319.1 — Street car and bus lines — Tokens. 


2. Determination of the question whether an increase in the price at which 
tokens are to be sold by a company operating street cars and busses requires 
consideration of the whole rate structure and the relation of the token rate 
to other rates, p. 29. 


Rates, § 319 — Street car and bus — Uniformity. 
3. A uniform system of fares on street car and bus lines is beneficial to the 
public and to company employees; varied rates are confusing to passengers 
and operating employees, p. 29. 


Valuation, § 21 — Rate base — Elements considered. 
4. The essential elements recognized by the courts in determination of 
fair value are original or historical cost, reproduction cost new, reproduction 
cost new less depreciation, land, right of way, certain intangibles, and work- 
ing capital, p. 30. 

Rates, § 159 — Reasonableness — Return — Attraction of patronage. 
5. One test of the reasonableness of existing or proposed tariffs is whether 
they render or will render a fair rate of return, but this is not the sole 
test, since the mere raising of rates does not necessarily make for in- 
creased revenue, for frequently they result in such losses of patronage as 
to more than dissipate the anticipated gain, p. 31. 


Rates, § 319.1 — Street car and bus — Tokens. 
6. A large group of token passengers of a company operating street cars 
and busses should be placed in the category of wholesale riders ; and, if the 
token rate is to occupy an important place, there must not only be the con- 


21 P.U.R.(N.S.) 26 





RE CAPITAL TRANSIT CO. 


venience element applicable to both the company and the patron, but there 
must be sufficient economic gain to the purchaser to make it worth while 
to purchase a given number of tokens, p. 32. 


§ 319 — Street car and bus — Universal 5-cent fare. 


7. A universal 5-cent fare should not be fixed for a company operating 
motor busses and street cars when under such a fare revenue passengers 
would have to be increased over 30 per cent to produce the same revenue 
that is being produced under existing rates, when such increase in total 
number of passengers would require additional transportation facilities and 
result in a greater operating cost, and when such fare would result in no 
net income and would therefore cause impairment to the service rendered 
the public, p. 32. 


§ 319.1 — Street car and bus — Tokens. 


8. A token rate of 84 cents was held to be reasonable for a street car and 
bus company, calculated to establish a fair differential between tokens and 
cash fare of 10 cents and the highest token rate from which the company 
could obtain real financial benefit, although with either a token fare of 
84 or 83 cents the company would not earn a fair return, p. 35. 


§ 319.1 — Street car and bus — Tokens — Number sold in groups. 


9. Street car and bus tokens at the price of 84 cents should be sold in 
groups of 6 since this number is sufficient to facilitate transactions between 
company employees and the public and to lessen the number of such trans- 
actions with attendant speeding up of service, p. 35. 


[November 3, 1937.] 


yap excatird for authority to increase street car and bus 
fares; increase in token fares authorized. 


* 


By the Commission: On June 19, 
1936, the Capital Transit Company 


made applicable to all operations of 
the transit company, whether street 


fled a petition requesting that its 
fare structure be changed so as to per- 
mit the sale of tokens at 84 cents, and 
withdrawal of the $1 pass, retaining 
the other fares in effect, including the 
$1.25 pass. The pass system had been 
inaugurated for an experimental pe- 
riod by the company. As of January 
3, 1937, the company withdrew the 
$1 pass. 

On June 2, 1937, the company filed 
an amendment to its original petition, 
requesting modification so as to per- 
mit the sale of tokens at the rate of 
83 cents. The petition, as amended, 
provided that the token rate should be 


car or bus (except the Hains Point 
Bus Line), and the issuance of free 
transfers upon payment of the pro- 
posed token fare. 

The original petition and the 
amended petition were considered by 
the Commission, but before determi- 
nation it was deemed necessary that 
the valuation studies of the properties 
of the company should be completed. 
Much of the valuation groundwork 
had been done by the Commission as 
to the properties of the predecessor 
companies, namely, the Capital Trac- 
tion Company, Washington Railway 
and Electric Company, and the Wash- 
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ington Rapid Transit Company. Final 
valuations had not been determined 
because of the merger legislation, the 
subsequent acquisition by the merged 
company of the Washington Rapid 
Transit Company pursuant thereto, 
and important changes of tracks, 
buildings, and other physical proper- 
ties incident to unified operation. 
The engineering and accounting stud- 
ies of the transit properties were 
subsequently completed ; and pursuant 
to statutory requirement a public hear- 
ing was held. At the conclusion of 
the hearing an opportunity was given 
to all interested parties to file briefs. 


A second public hearing, pursuant 
to statutory notice, was held for the 
purpose of receiving evidence with 
reference to the petition of the com- 
pany, as amended. At the conclusion 
of this hearing opportunity was af- 
forded interested parties to file briefs. 


The rates of fare and transfer priv- 
ileges at present in force on lines of 
the Capital Transit Company are: 


Fares and Transfers 


(A) 
Cash fare, 10 cents; tokens, 4 for 30 cents; 
weekly pass, $1.25 
Street car lines and “owl” bus lines 
Anacostia—Congress Heights 
Barry Farm-—Garfield 
Bureau loop? 
Bureau of Standards! 
Chevy Chase loop? 
Connecticut avenue 
East Washington suburban 
Fourth Street, S.W. 
P street 
Park road 
Potomac park 
South Washington 
Takoma park feeder 
West end 
Woodley road 
Zoo 


(B) 
Cash fare, 10 cents; tickets, 6 for 50 cents; 
weekly pass, $1 
Burleith-Trinidad 
Hyattsville-Laurel 
Rhode Island avenue 


(C) 

Cash fare, 10 cents; weekly pass, $1.25 
Connecticut avenue express 
Massachusetts avenue 
Petworth-Chillum 
Potomac Heights—Foxhall village? 
Sixteenth street 
Takoma express 


(D) 
Special Bus Line 


Cash fare, 25 cents round trip; 
no transfers 


Hains Point. 


Transfers 


(A) 
Transfers between bus lines, between stree 
car lines, and between bus lines and street ca 
lines free upon payment of cash or token fare 


(A)-(B) 

Transfers from (A) to (B) issued upm 
payment of 10-cent cash fare. Transfers fron 
(B) to (A) issued upon payment of 10 cents 
cash or ticket (6 for 50 cents) and 2 cents. 


(A)-(C) 
Transfers issued upon payment of 10 cents 
cash fare only. 


(B)-(C) 

Transfers from (B) to (C) issued upo 
payment of 10 cents cash fare or ticket ( 
for 50 cents) and 2 cents. From (C) to (B) 
10 cents cash fare only. 


Three-cent school tickets accepted on al 
street car lines and bus lines except Haim 
Point. 


Problem 


[1] The petition, as amended, pre: 
sents the question of whether, giving 
due consideration to the value of the 
properties of the company used ané 
useful for transit purposes and to rev- 
enue and expense data, the company 
is entitled to an increase in token 
fare, and, if so, what increase. There 
is also presented the question of 





15-cent fare also accepted with no transfer 
privilege. 
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2 Tickets (6 for 50 cents) accepted and soll 
east of 35th street and Reservoir road only 
on eastbound busses. 
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whether the increase requested, or 
any increase, would be reasonable to 
the public. 

In reaching a conclusion on the 
question of rates charged by a utility, 
consideration must be given to the 
rights of both the utility and the pub- 
lic. Minnesota Rate Cases (1913) 
230 U. S. 352, 57 L. ed. 1511, 33 S. 
Ct. 729, 48 L.R.A.(N.S.) 1151, Ann. 
Cas. 1916A, 18. The utility is enti- 
tled to a reasonable return upon the 
value of that which it employs for 
the public convenience. On the other 
hand, the public is entitled to demand 
that no more be exacted for the use of 
the utility's property than the service 
rendered is reasonably worth. Smyth 
v. Ames (1898) 169 U. S. 466, 42 
L. ed. 819, 18 S. Ct. 418. These pro- 
nouncements have been the guiding 
principle in the consideration of the 
record in this proceeding and the con- 
clusions reached. 


[2] With respect to the case under 
consideration, it was stated by the 
company that it is not possible to fix 
rates that would afford the company 
a reasonable return on fair value. The 
company further stated that it is will- 
ing to accept less than a fair return, 
but that it is in need of additional 
revenue. The immediate question be- 
fore the Commission is not whether 
the entire rate structure gives to the 
company a reasonable return upon the 
fair value of its property. The pur- 
pose of this proceeding is to deter- 
mine whether the company is entitled 
to increase the price at which tokens 
are to be sold. To determine this 
question consideration must be given 
to the whole rate structure and the 
relation of the token rate to other 
rates. It is a fact established by the 


record that a change in a particular 
schedule affects the revenues from 
other schedules. Before the Commis- 
sion would be justified in disturbing 
an existing schedule consideration 
must be given to the probable effect 
upon revenues from other sources to 
determine whether, upon the entire 
structure, there would be an impair- 
ment of the company’s earning ca- 
pacity and a consequent decrease in 
net revenue available for return. The 
Commission must give consideration 
to the probable effect that any change 
would cause in the service and con- 
venience to the public. It would not 
be for the common good to create a 
change that would impair the service 
or unduly inconvenience the public. 
Neither may the Commission refuse 
to grant an increase if upon consid- 
eration of all factors such refusal 
would impair the service with its con- 
comitant inconvenience to the public. 


Uniformity of Rates 


[3] The Commission, for a sub- 
stantial period of time, has felt the 
need of uniformity in the basic rates 
of fare for street car and bus service 
and in transfer privileges, a view held 
by many citizens associations, and 
particularly those in territories served 
by busses on which a straight 10-cent 
cash fare, or a combination 10-cent 
cash fare and ticket fare, sold at the 
rate of 84 cents each, in groups of 
6, are in effect. With the marked in- 
crease in bus service, this fare differ- 
ential has, in recent years, become 
more pronounced, notwithstanding 
the fact that the Commission has re- 
quired the company to charge the reg- 
ular street car token rate where busses 
have replaced street cars. The major 


21 P.U.R.(N.S.) 





DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


substitutions have taken place on Con- 
necticut avenue between Rock Creek 
park and Chevy Chase circle and on 
the Anacostia line. Fares and trans- 
fer differentials lead to confusion and 
dissatisfaction and tend to lessen the 
use of mass transportation facilities. 
A uniform system of fares on the 
street car and bus lines would be to 
the benefit of the public and company 
employees. The varied rates hereto- 
fore described are confusing to pas- 
sengers and operating employees. 


Valuation 


[4] As heretofore stated, the Com- 
mission believed an investigation as to 
the value of the properties a condition 
precedent to a determination of the 
petitioner’s request, at least to the 
point where the Commission could de- 
termine whether the company was 
making a fair return, as contemplated 


by law. The essential elements recog- 
nized by the courts in determination 
of fair value are original or historical 
cost, reproduction cost new, reproduc- 
tion cost new less depreciation, land, 
right of way, certain intangibles, and 


working capital. The Commission is 
now in possession of the necessary 
data. 

The Commission is of the opinion 
after full review of the entire record, 
and study of the briefs, and routine 
reports of the company (which the 
record stipulated might be used), that 
the fair value of the properties of the 
company used and useful in the public 
service in the District of Columbia 
was not less than $23,000,000, as of 
May 1, 1937. 

It should be noted that the above 
figure does not include property owned 
outside of the District of Columbia, 
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or other property owned by the com- 
pany but deemed by the Commission 
not to be used and useful for trans- 
portation service within the District 
of Columbia. Certain additions and 
betterments have been made since the 
before-mentioned date. Furthermore, 
the figure does not constitute the Com- 
mission’s determination of fair value, 
but represents a value below which it 
may not go as a base in the determi- 
nation of whether, in the light of pre- 
vailing conditions, existing or pro- 
posed rate schedules yield a reasonable 
return. A finding of fair value of 
the properties will be made in the val- 
uation proceeding. 


Net Income Available for Return 


The company’s operations for the 
first eight months of 1937 show net 
income of $516,167.10, as compared 
with $392,989.45 for a like period in 
1936, without allocation as to location 
or classification of the property, an in- 
crease of approximately 31.3 per cent. 
The net income from operations with- 
in the District of Columbia during 
1936 was $717,925 (Exhibit No. 4). 
By the application of this percentage 
increase to the net income for the year 
1936 the anticipated income for the 
year 1937 would be $942,635. The 
company witness (Exhibit No. 4) 
estimated a net income on District of 
Columbia operations for the year 
1937, based upon actual figures for 
the first four months, of $770,492. 
He was requested by the Commission 
to make a similar study on the basis 
of actual operations for the first nine 
months. This he did and arrived at 
a figure of $872,787. 

The company witness estimated that 
an increase in the price of tokens 
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from 74 cents to 8? cents would result 
in additional operating revenue (D. 
C.) of $334,476, and from 7} cents to 
84 cents $168,812, if tokens were sold 
3 for 25 cents, and $254,114 if tokens 
were sold 6 for 50 cents. 

The inclusion of passes in a rate 
structure causes greater difficulty and 
permits of greater error in estimating 
future earnings, when a change of 
fare is involved, than a system of cash 
and token fares only. 


Wage Rates and Social Security Taxes 


The record discloses that since the 
merger on December 1, 1933, there 
have been material changes in wage 
rates paid by the company, three gen- 
eral increases having been made, on 
March 30, 1934, April 1, 1935, and 
April 1, 1937. The total increase 
amounts to over $1,225,000 per an- 
num. The average rate per hour for 
all labor in December, 1933, was 53.29 
cents, and in April, 1937, 66.92 cents, 
an increase of 13.63 cents or 25.5 per 
cent. In April, 1937, wages repre- 
sented over 71 per cent of operating 
expenses, and trainmen’s and bus op- 
erators’ wages constituted nearly 63 
per cent of all labor and nearly 45 
per cent of operating expenses. The 
rates in the latter group increased be- 
tween December, 1933, and April, 
1937, as follows: 


2-Man 1-Man Bus 
Trainmen Trainmen Operators 


74¢ 74¢ 
56 51 


19¢ = 23¢ 
32.1% 45.1% 


Maximum rate, 
April, 1937 

Maximum rate, 
December, 1933 .. 51 

Increase— — 
Cents per hour .. 16¢ 


Per cent increase .. 31.4% 


Social Security taxes have also add- 
eda burden to the company. In 1936 
such taxes were paid at the rate of 
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1.1 per cent, totaling $66,000, with 
$60,000 going to the District of Co- 
lumbia and $6,000 to the Federal 
government. During 1937, the rate is 
3.2 per cent, with an estimated pay- 
ment (Exhibit No. 8) of $192,000, 
$120,000 to the District of Columbia, 
and $72,000 to the Federal govern- 
ment. There will be further increas- 
es in subsequent years. 


Rate of Return 


[5] In a valuation and rate pro- 
ceeding, one test of the reasonable- 
ness of existing or proposed tariffs is 
whether they render or will render a 
fair rate of return. In the instant 
case, if the estimated net income of 
$872,787 under existing rates for the 
year 1937, hereinbefore described, be 
applied to the minimum value of $23,- 
000,000, the company would receive 
a rate of return of 3.79 per cent. The 
Commission recognizes that under the 
pronouncements of the courts, includ- 
ing the Supreme Court of the United 
States, this is not a fair rate of return. 
If this were the sole test, the company 
would be entitled not only to the token 
rate prayed for in the amended peti- 
tion, but to even a greater increase in 
rate. This is not the whole problem. 
The Supreme Court has recognized 
that the mere raising of rates does not 
necessarily make for increased reve- 
nue, for frequently they result in such 
losses of patronage as to more than 
dissipate the anticipated gain. Flori- 
da v. United States (1931) 282 UV. S. 
194, 75 L. ed. 291, 51 S. Ct. 119. 


Fares 


The record contains data with ref- 
erence to average fares at various pe- 
riods. It was testified that the pass 
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is used approximately 36 times per 
week, and that between 22 and 23 of 
the rides are in the category of reve- 
nue rides. The average revenue per 
pass ride for the first eight months 
of 1936, when both $1 and $1.25 
passes were sold, was 4.44 cents, and 
for the same period in 1937, 4.8 cents, 
the increase being due to the elimina- 
tion of the $1 pass after January 2, 
1937. The average revenue per pas- 
senger using the weekly pass is less 
than one-half of the basic cash fare. 
The average fare for all revenue pas- 
sengers for the first three months of 
1937 was 6.49 cents. The average 
fare per pass passenger during this 
same period was 1.69 cents less than 
the average for all revenue passengers. 
The revenue passengers decreased 
during the first five months of 1937, 
compared with similar months of 
1936, as follows: January 1.35 per 
cent, February 3.98 per cent (with 
one less day in 1937), March .05 per 
cent, April 4.4 per cent, and May 6.2 
per cent. There was an increase of 
4.8 per cent in revenue, an increase 
of 2.1 per cent in regular fare passen- 
gers, an increase of 27.4 per cent in 
transfers collected, a decrease of 23.7 
per cent in revenue and transfer rides 
on weekly passes, a decrease of 5.2 
per cent in total revenue passengers, 
and an increase in net income of be- 
tween 1 and 2 per cent. 


What the average revenue per pas- 
senger would be with tokens sold at 
84 cents or 8? cents is problematical. 
In view of the small differential be- 
tween the cash fare and a token fare 
of 8% cents, undoubtedly many pas- 
sengers would find it to their benefit 
to adopt the weekly pass in order to 
get a lower average fare, without 
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increasing the revenue of the com. 
pany. 

The matter is further complicated 
by the fact that the Commission is not 
dealing with the whole rate structure 
but with one element. The Commis- 
sion recognizes the token fare as one 
of the most important in any street 
railway or bus operation. This view 
is supported by the fact that practical- 
ly every metropolitan mass transpor- 
tation agency has such a type of fare 
in its rate structure. 

[6] The company witness presented 
an exhibit (No. 14) giving rates of 
fare in 37 cities, in addition to Wash- 
ington, with populations in excess of 
200,000. In only 2 of the 37 cities, 
St. Louis and Kansas City, does the 
rate structure have as small a differ- 
ential as 14 cents between token and 
cash fare. Nine have an 84 cents tok- 
en with a 10-cent cash fare on street 
railway and bus lines; one has such 
rates on rail lines only; and one (a 
bus company) has such rates. Cer- 
tainly the large group of token pas- 
sengers, about one-third of the total, 
should be placed in the category of 
what the company witness termed 
wholesale riders. If the token rate 
is to occupy an important place, then 
there must not only be the convenience 
element applicable to both the compa- 
ny and the patron, but there must be 
sufficient economic gain to the pur- 
chaser to make it worth while to pur- 
chase a given number of tokens. 


Five-cent Fare 


[7] The Commission was urged to 
consider the proposal of placing into 
effect a universal 5-cent fare for an 
experimental period. The proponents 
of the plan presented no evidence as 
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to the probable results of such a fare 
on the company’s revenues or the 
service rendered. The record shows 
that under a 5-cent fare revenue pas- 
sengers would have to increase 31.5 
per cent to produce the same revenue 
that is being produced under existing 


District of Columbia 


10-cent passengers on straight 10-cent lines 
Other 10-cent passengers 

8$-cent passengers 

7}-cent passengers 

5-cent passengers 

3-cent passengers 

Miscellaneous fares 

Weekly pass revenue passengers 


Per Cent of Total 


rates; and that such increase in the 
total number of revenue passengers 
would require additional transporta- 
tion facilities and would result in a 
greater operating cost than at present. 


It was estimated that under a 5-cent 
fare with free transfer privilege the 
company would suffer a reduction of 
$2,258,551 below revenues under ex- 
isting rates, and that, if a 5-cent 
transfer were also put into effect, the 
reduction would be $1,303,877. It 
was further shown that under a 5- 
cent fare with the sale of transfers at 
1 cent or 2 cents, the decrease in rev- 
enue would be $1,857,748 and $1,- 
444.863, respectively. Upon all the 
evidence of record, the Commission 
is satisfied that a universal 5-cent fare 
would result in no net income and 
would therefore cause impairment to 
the service rendered the public. 


Study Showing Possible Effect of 
Fare Change 
The company witness presented an 
exhibit (No. 11) showing estimated 
revenue passengers for the year 1937, 
[3] 


4,321,956 
19,567,372 


76,217,898 


divided according to various existing 
rates, and stating by number and per- 
centages those who could be affected 
by an 8? cents token rate. The for- 
mula and basic figures have been used 
to ascertain the possible effect of an 
84 cents token rate: 


Fare Fare 
Decreased NoChange Increased 
4,321,956 

19,567,372 
1,453,976 
49,582,524 


177,560 
4,775,379 
606 


112,606 : 
76,217,898 





156,209,271 


4,321,956 102,304,791 
3% 65% 


49,582,524 
32% 


If the token rate were increased to 
8? cents, the 84-cent passengers (1,- 
453,976) would be shifted to the col- 
umn headed “Fare Increased.” The 
company witness estimated that with 
an 8? cents token rate there would be 
a 4 per cent increase in revenue pas- 
sengers on the straight 10-cent bus 
lines, no loss in 84 cents ticket pas- 
sengers, and a 6 per cent loss in 7} 
cents token passengers. 


Improvements 


The company witness presented an 
exhibit (No. 9) stating gross addi- 
tions to road and equipment (not in- 
cluding the purchase of the Washing- 
ton Rapid Transit Company) since the 
merger of $7,758,141, made up of 
the following items: track changes 
$2,733,658, new busses $2,959,191, 
street cars $776,596, new garages 
$552,121, land $71,019, and other 
property $665,556. As of December 
31, 1934, the company had quick 
assets of cash $1,187,213 and securi- 
ties $4,009,490; and as of March 31, 
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1937, these assets amounted to $886,- 
560 and $640,858, respectively. 

In the course of the rate proceeding 
it was contended by some that if the 
service were improved the revenue of 
the company would be substantially 
increased. It was further contended 
that the most effective way of accom- 
plishing this result would be to re- 
place, at the earliest practicable date, 
many of the older cars now in serv- 
ice, a contention that no one attempt- 
ed to refute. The tracks of the com- 
pany are in better condition than they 
have been at any time in recent years. 
The company witness testified that the 
new cars recently purchased would 
result in less cost of operation. 

The financial benefits to be derived 
from good tracks and rolling stock 
cannot be questioned. Poor tracks 


cause damage to cars, and vice versa. 


It is an established fact that new cars 
attract new riders. The Commission 
has repeatedly stressed the need for 
better cars, and the retirement of old 
equipment and replacement at a rate 
of at least 50 per year. The new cars, 
because of comfort and speed, are at- 
tractive to the public, and have in- 
creased patronage. The company has 
no monopoly of transportation in the 
District of Columbia, in view of the 
competition of private cars and low- 
rate taxicabs. 

Last year the company, in order to 
purchase 71 busses and 45 street cars, 
having substantially depleted its ready 
cash resources, was able to procure 
from local banking institutions, under 
an equipment trust, in modified form, 
$1,507,000. This to the Commission 
was highly desirable in that it 
strengthened local interest in the com- 
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pany and provided better equipment 
with which to serve the public. 

The Commission is cognizant of 
the fact that in the normal conduct of 
its financial affairs a company is de- 
pendent upon its ability to satisfy 
those from whom it must obtain 
funds. The obtaining of money is, in 
certain instances, materially aided by 
reason of the personnel holding stock. 
Control of the Capital Transit Com- 
pany is vested in one of the largest 
holding companies in the country, 
which also controls the Potomac Elec- 
tric Power Company, the latter sup- 
plying all power used by the transit 
company. If the funds which may be 
obtained from local banking institu- 
tions are limited, there seems little rea- 
son, particularly in view of the finan- 
cial condition of the company con- 
trolling the stock of the transit com- 
pany and the ability of that organiza- 
tion to obtain adequate security for 
any sum which might be invested in 
new street cars or new busses, why 
sufficient funds should not be made 
available to satisfy the street car re- 
quirements. If, as contended by the 
company, its revenues will be in- 
creased by change in the token rate, 
and in the substantial amount esti- 
mated, further justification exists for 
the course set out herein. 


No contention has been made by 
anyone that the company’s interest 
and the interest of the public would 
not be materially aided by replacement 
of certain of the old rolling stock with 
new. The sole opposition to the re- 
quest that old equipment be replaced 
has been the financial condition of the 
transit company. With the corporate 
set-up in control of the Capital Transit 
Company, with the ability of the con- 
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trolling company to adequately pro- 
tect itself under the most adverse cir- 
cumstances, plus the outlet which the 
local operation affords for power of 
another operating company, and the 
proposed increase in token fare, with 
the estimated increase in revenues of 
the operating company, there seems 
little to be said in defense of the fail- 
ure of the operating company to re- 
quest, and the controlling company to 
make available funds with which to 
bring about the replacement of all old 
street cars in the interest of the op- 
erating company and the riding pub- 
lic. 

[8, 9] It is the opinion of the 
Commission that the interests of the 
public and of the company can best 
be served by denying the company’s 
request to fix the token rate at 8} 
cents. It is of further opinion that a 
token rate of 84 cents would be a rea- 
sonable rate and would establish a fair 
differential between tokens and cash 
fare, and that it is the highest token 
rate from which the company can 
obtain real financial benefit. The 
Commission is cognizant of the fact 
that with an 84 or 83 cents token rate 
the company would not earn a fair 
return. It is common knowledge that 
similar transportation agencies 
throughout the country are not get- 
ting such a return. In the instant 
case, as heretofore pointed out, the 
Commission has been called upon 
merely to pass upon increase in token 
fare. To repeat, dealing with the sole 
question of token rate, the Commis- 
sion is of the opinion that the 84 cents 
token rate is reasonable to the public 
and the highest token rate which will, 
in the final analysis, inure to the finan- 
cial benefit of the company. Fare in- 


creases should be the last approach to 
betterment of the financial condition 
of the company. Every field should 
be explored looking to new revenue 
and lessening of operating expenses. 
The most instantly productive is new 
equipment. 

In keeping with its premise, the 
Commission concludes that the token 
fare, in order to be effective, must 
have a differential in its favor as con- 
trasted with a cash fare to justify its 
use by the public, and that tokens at 
the price stated should be sold in 
groups of 6. This number is sufficient 
to facilitate transactions between com- 
pany employees and the public and to 
lessen the number of such transac- 
tions, with attendant speeding up of 
service. 


Findings 


The Commission finds: 

1. That the fair value of the prop- 
erty of the Capital Transit Company 
used and useful within the District of 
Columbia as of May 1, 1937, is not 
less than $23,000,000. 

2. That the company is not earning 
a fair return upon such minimum 
value. 

3. That an increase in the token 
fare to 84 cents, to be sold in units of 
6 for 50 cents, is fair and reasonable 
to the riding public and the highest 
token fare which will result in finan- 
cial benefit to the company, such to- 
kens to be valid for transportation on 
all street car and bus lines of the com- 
pany (except the Hains Point Bus 
Line), with free universal transfers. 

4. That the aggregate estimated 
number of passengers for the calendar 
year 1937 (Exhibit No. 11) is 156,- 
209,271, and of this number 49,582,- 
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524, 32 per cent, token passengers 
may sustain an increase in fare by 
virtue of change to 84 cents token 
rate. It is probable that many of the 
passengers falling in the latter class 
will resort to the pass with a decrease 
in cost per ride over the existing token 
fare; that the remaining 106,626,747, 
68 per cent, passengers will receive a 
reduction in fare by inauguration of 
the new token fare, with free univer- 
sal transfers, or will not have their 
fare affected by this order. 

It is ordered: 

Section 1. That the Capital Tran- 
sit Company be and it is authorized 
and directed to issue and sell tokens in 
units of 6 for 50 cents, such tokens 
to be valid for transportation on all 


street car and bus lines of the com. 
pany (except the Hains Point Bus 
Line), and to issue free transfers up- 
on the payment of such token fare, 
subject to existing rules and regula- 
tions to prevent abuse in the use of 
transfers. 

Section 2. That all orders or parts 
of orders inconsistent with this order 
be and they are canceled to the extent, 
and only to such extent, that they are 
inconsistent. 

Section 3. That outstanding tokens 
and 84 cents tickets at the effective 
date of this order shall be honored by 
the company. 

Section 4. That this order become 
effective at 12:01 a. m., November 4, 
1937. 





ALABAMA SUPREME COURT 


City of Birmingham 


Southern Bell Telephone & Telegraph 
Company et al. 


[3 Div. 185.] 
(— Ala. —, 176 So. 301.) 


Appeal and review, § 66 — Grounds for dismissal — Absence of benefit to appel- 
lant — Rate reduction order — Appeal by city. 
1. Dismissal of an appeal by a city from a Commission order reducing rates 
is justified on the ground that neither affirmance nor annulment of the order 
would result in practical relief, since the order is not res adjudicata and its 
annulment is not a condition precedent to a petition before the Commission 
for a further reduction in rates, p. 38. 


Appeal and review, § 4 — Constitutional restrictions — Powers of appellate court 


— Commission order. 


2. A statutory provision that an appellate court shall have no power to 
modify Commission action or a Commission order appealed from but shall 
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either affirm or annul and vacate the same is not unconstitutional as con- 
stituting an unwarranted invasion of the judicial function of the court, 
since the matter of rate making is legislative and the courts have no right 
to sit as a board of review to substitute their judgment for that of the 
legislature or its agent in matters within the province of either, p. 39. 


Appeal and review, § 48 — Commission rate orders — Conclusiveness. 
3. Findings of fact by the Commission in a rate investigation are conclusive 
so long as requirements of due process applicable to such agency are met, 
such as according a hearing and acting upon evidence and not arbitrarily, 
p. 42. 


Appeal and review, § 69 — Powers of appellate court — Revision of Commission 
orders. 

4. The circuit court, on appeal, has no power to review the finding or con- 

clusion of the Commission in a rate case and then, if convinced that it is 

erroneous, set it aside and substitute therefor its own conclusion and re- 

mand the cause to the Commission with instructions to promulgate a 

schedule of rates in conformity with such corrected finding, since this would 

be invasive of the legislative power and beyond the proper function of the 
court, p. 43. 


Appeal and review, § 2 — Constitutional rights — Ratepayers. 

5. A city is not entitled to appeal from a Commission order reducing rates 
of a telephone company on the ground that the reduction is insufficient and 
a rate that is too high confiscates the subscriber’s property and interferes 
with his liberty, and that of consequence a constitutional question is as 
much presented on the part of the subscriber as would be presented on the 
part of the utility if the rate were too low; as to the matter of fixing a 
schedule of rates the subscriber must look to his representatives, the law- 
making body, or its agency, the Commission, p. 43. 


Appeal and review, § 80 — Intervention by Commission. 
6. The Commission has such interest in the subject matter of an appeal 
by a municipality from the Commission’s order reducing rates as to justify 
the court in allowing the Commission to appear and be heard on the question 
of the court’s lack of jurisdiction, p. 45. 

Commissions, § 56 — Employment of counsel. 
7. The Commission, being interested in the enforcement of its orders and 
charged with the duty to enforce them, has the right to employ counsel, 
with the governor’s approval, to contest an appeal by a city from an order 
of the Commission reducing rates, in a case where the attorney general 
has declined to act for the Commission and has joined the city in its attack 
upon the order, p. 45. 


Rates, § 4 — Constitutional rights of patrons. 
Discussion of the question whether a rate may be so high as to confiscate 
a ratepayer’s property and interfere with his liberty, 43. 


[October 7, 1937.] 


Ferns from judgment of circuit court dismissing a city’s 
appeal from an order of the Commission reducing rates; 
affirmed. For Commission decision, see 14 P.U.R.(N.S.) 225. 
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APPEARANCES: Horace C. Wil- 
kinson, of Birmingham, for appellant ; 
Steiner, Crum & Weil, of Montgom- 
ery, Stokely, Scrivner, Dominick & 
Smith, of Birmingham, and E. D. 
Smith and John T. Goree, of Atlan- 
ta, Ga., for appellee Southern Bell 
Telephone & Telegraph Co. ; Hill, Hill, 
Whiting & Rives, of Montgomery, 
for appellee, Alabama Public Service 
Commission. 


GARDNER, J.: Upon petition of the 
city of Birmingham, among others, 
and after a hearing and consideration 
of voluminous evidence, extending 
over a period of several months, the 
Alabama Public Service Commission 
entered an order declaring existing 
telephone rates unreasonable and 
placed in effect a schedule of rates 
amounting in the aggregate to a reduc- 
tion of $250,000 annually, and reduc- 


ing the charge for hand sets from 25 


to 15 cents per month. From this 
order the city of Birmingham prose- 
cuted an appeal to the circuit court of 
Montgomery, where the appeal was 
dismissed upon motion seasonably in- 
terposed. 

The city’s right of appeal under 
the broad language of the act ap- 
proved July 10, 1935 (Gen. Acts 
1935, p. 624), is strenuously chal- 
lenged, and the argument here for 
dismissal of the appeal has assumed 
a wide range, with varying reasons 
in support of the trial court’s ruling. 

[1] We are persuaded the dismissal 
was justified upon a fundamental 
principle, presently to be stated, and 
therefore, we pretermit a considera- 
tion of all other questions. 

“Tt may be stated as a well-settled 
general rule that the existence of an 


21 P.U.R.(N.S.) 


actual controversy is an_ essential 
requisite to appellate jurisdiction, 

. Since an actual controversy jg 
necessary, it is not within the province 
of appellate courts to decide abstract, 
hypothetical, or moot questions, dis. 
connected from the granting of actual 
relief, or from the determination of 
which no practical relief can follow.” 
4 C.J.S. Appeal and Error, § 40, pp. 
117, 118. 

Our decisions are in harmony with 
this generally accepted rule. “Ordi- 
narily an appellate court will not en- 
tertain appeals from the results of its 
action when its decision will not affect 
any substantial right of a party in the 
pending matter.” United States Sav- 
ings & Loan Co. v. Leftwich (1902) 
132 Ala. 131, 133, 31 So. 474, 4735. 
“A party litigant in whose unquali- 
fied favor the decree concludes, and 
who can take no manner of benefit 
from a reversal or modification of the 
decree cannot appeal therefrom.” 
Freeman v. Blount (1911) 172 Ala 
655, 658, 55 So. 293, 294. Follow- 
ing this line of reasoning, the appeal 
was dismissed by this court in Ala 
bama Power Co. v. Sheffield (1936) 
232 Ala. 53, 166 So. 797, and by the 
court of appeals in Caldwell v. Love- 
less (1920) 17 Ala. App. 381, 85 So. 
307. 

Referring to appeals from orders 
of the Public Service Commission, it 
is provided in § 9837, Code 1923: 
“The appellate court shall have no 
power to modify said action or order 
appealed from, but shall either affirm 
or annul and vacate the same.” 

The order of the Public Service 
Commission in this cause did not ren- 
der the matter of rates res judicata 
(51 C. J. 68), and the amendment of 
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the order is therefore not a condition 
precedent to a petition before the 
Commission for a further reduction in 
rates. It is apparent, therefore, that, 
if obedience to this statute is to be 
observed, neither an affirmance nor 
annulment of the order would result 
in any practical relief. And, as pre- 
viously noted, it is not within the prov- 
ince of appellate courts to decide mere 
abstract, hypothetical, or moot ques- 
tions, and such appeals should be dis- 
missed. 

[2] Counsel for the city recognize 
the force of this statute, and vigor- 
ously argued against its constitution- 
al validity upon the theory it consti- 
tutes an unwarranted invasion of the 
judicial function of the court. 


We have carefully considered the 
many cases cited in brief in support 
of the invalidity of this statute upon 
this ground, among them the follow- 
ing: Otis Elevator Co. v. Industrial 
Commission (1922) 302 Ill. 90, 134 
N. E. 19; State ex rel. Columbia 
Teleph. Co. v. Atkinson, 271 Mo. 
28, P.U.R.1917F, 27, 195 S. W. 
741; Parkison v. Thompson (1905) 
164 Ind. 609, 73 N. E. 109, 115, 3 
Ann, Cas. 677; Thoe v. Chicago, M. 
& St. P. R. Co. (1923) 181 Wis. 456, 
195 N. W. 407, 29 A.L.R. 1280; Re 
Opinions of Justices (1925) 251 
Mass. 569, 147 N. E. 681; United 
States v. Klein (1872) 13 Wall. (80 
U.S.) 128, 20 L. ed. 519; State v. 
Hopper (1880) 71 Mo. 425, 431; 
Clapp v. Ely (1858) 27 N. J. L. 622; 
Lewis v. Webb (1825) 3 Me. (3 
Greenl.) 326; Denny v. Mattoon 
(1861) 2 Allen (84 Mass.) 361, 79 
Am. Dec. 784; Vaughn v. Harp 
(1886) 49 Ark. 160, 4 S. W. 751, 
752; Houston v. Williams (1859) 


13 Cal. 24, 25, 73 Am. Dec. 565; De 
Chastellux v. Fairchild (1850) 15 
Pa. 18, 20, 53 Am. Dec. 570. 

But these authorities do not deal 
with proceedings of the kind here in- 
volved, which are of legislative and 
not judicial character, and are there- 
fore inapplicable. So considered, there- 
fore, the statute but expresses the 
generally accepted rule as found stated 
in 51 C. J. 78, as follows: “The pow- 
er of the court, on appeal from an or- 
der of a Public Utility Commission, 
is ordinarily merely that of affirm- 
ance or reversal of the order as made, 
except that, when an order is sepa- 
rable, it may be reversed in part and 
in part affirmed.” 

As we have observed, the limita- 
tion of judicial review grows out of 
the character of the proceedings in- 
volved. That rate making is a legis- 
lative and not a judicial function is 
well established. As said by this 
court in Gulf Compress Co. v. Harris, 
Cortner & Co. (1908) 158 Ala. 343, 
354, 48 So. 477, 481, 24 L.R.A. 
(N.S.) 399: “The law, we think, 
is too well settled to admit of doubt 
that the prescribing of rates for a 
‘public service’ corporation or one ‘af- 
fected with a public interest,’ is a leg- 
islative, and not a judicial function. 
To this effect are the adjudications 
both state and Federal.” See, also, 
Railroad Commission v. Alabama 
Northern R. Co. (1913) 182 Ala. 
357, 62 So. 749; Alabama Water Co. 
v. Attalla, 211 Ala. 301, P.U.R. 
1924E, 420, 100 So. 490; Public 
Service Commission v. Mobile Gas 
Co. (1925) 213 Ala. 50, P.U.R. 
1926C, 266, 104 So. 538, 41 A.L.R. 
872; Alabama Power Co. v. Public 
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Service Commission (1925) 214 Ala. 
164, P.U.R.1926C, 292, 107 So. 71. 

In Federal Radio Commission v. 
General Electric Co. (1930) 281 U. 
S. 464, 469, 74 L. ed. 969, 50 S. Ct. 
389, 390, the Supreme Court of 
the United States refused to review 
an administrative order of the Radio 
Commission, and dismissed the writ 
of certiorari. After making refer- 
ence to the fact that the courts of 
the District of Columbia were not 
created under the judicial article of 
the Constitution, but were legislative 
courts, the opinion proceeds: “But 


this court cannot be invested with ju- 
risdiction of that character, whether 
for purposes of review or otherwise. 
It was brought into being by the judi- 
ciary article of the Constitution, is in- 
vested with judicial power only, and 
can have no jurisdiction other than 


of cases and controversies falling 
within the classes enumerated in that 
article. It cannot give decisions which 
are merely advisory; nor can it exer- 
cise or participate in the exercise of 
functions which are essentially legis- 
lative or administrative.” And in 
St. Joseph Stock Yards Co. v. United 
States (1936) 298 U. S. 38, 80 L. 
ed. 1033, 14 P.U.R.(N.S.) 397, 56 
S. Ct. 720: “The fixing of rates is a 
legislative act.” And in Louisville & 
N. R. Co. v. Garrett (1913) 231 U. S. 
298, 305, 58 L. ed. 229, 34 S. Ct. 48, 
51: “It has frequently been pointed 
out that prescribing rates for the fu- 
ture is an act legislative, and not ju- 
dicial, in kind. It pertains, 
broadly speaking, to the legislative 
power. The legislature may act di- 
rectly, or, in the absence of constitu- 
tional restriction, it may commit the 
authority to fix rates to a subordinate 
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body. If the Commission 
establishes rates that are so unreason- 
ably low as to be confiscatory, an ap- 
propriate mode of obtaining relief is 
by bill in equity to restrain the ep- 
forcement of the order.” 

The division of our government in- 
to three separate departments, legis- 
lative, executive, and judicial, under 
§ 42 of our Constitution, with the 
prohibition against either exercising 
the powers of the other, “to the end 
that it may be a government of laws 
and not of men,” as provided in § 43 
thereof, is discussed in Fox v. McDon- 
ald (1893) 101 Ala. 51, 13 So. 416, 
21 L.R.A. 529, 46 Am. St. Rep. 98 
and State ex rel. Wilkinson v. Lane 
(1913) 181 Ala. 646, 62 So. 31, and 
needs no further elaboration here. 

As was observed by the supreme 
court of Oklahoma in Oklahoma Cot- 
ton Ginners’ Asso. v. State (1935) 
174 Okla. 243, 249, 51 P. (2d) 327, 
333, and applicable here. “The divi- 
sion of the government into three dis- 
tinct departments, neither exercising 
the functions of either of the other 
departments, is one of the fundamen- 
tal concepts of our form of govern- 
ment, and constitutes one of the foun- 
dation stones upon which the free- 
dom, liberty, and rights of the citi- 
zens in the final analysis rest.” 

It will not, therefore, be considered 
that any right of appeal to the circuit 
court was intended to clothe that 
court with legislative power to fix 
rates. But, as observed in Ohio Val- 
ley Water Co. v. Ben Avon, 253 U. 
S. 287, 64 L. ed. 908, P.U.R.1920E, 
814, 816, 40 S. Ct. 527, when a Com 
mission prescribes a complete schet- 
ult of future rates, there must als 
be provided by the state, if the owt 
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er claims confiscation of his property 
will result, “a fair opportunity for 
submitting that issue to a judicial tri- 
bunal for determination upon its own 
independent judgment as to both law 
and facts; otherwise the order is void 
because in conflict with the due proc- 
ess clause, Fourteenth Amendment.” 

As we have heretofore observed, the 
matter of rate making is legislative, 
and the courts have no right to sit as 
a board of review to substitute their 
judgment for that of the legislature, 
or its agents in matters within the 
province of either. But it may be 
well here to note exceptional instan- 
ces in which the court does so sit, due, 
however, to constitutional provisions 
to that end. Illustrative is the case 
of Prentis v. Atlantic Coast Line Co. 
(1908) 211 U. S. 210, 53 L. ed. 150, 
29 S. Ct. 67, reviewing the Constitu- 
tion of the state of Virginia in this 
regard, and that of Oklahoma Cotton 
Ginners’ Asso. v. State, supra, where- 
in is set out the constitutional provi- 
sions of the state of Oklahoma as to 
rates and service of transportation 
companies made reviewable by the 
courts, and attention directed to a lack 
of such provisions as to cotton gins, 
and therefore irrevisable as to such 
rates. 

As we have no such constitutional 
provision in this state, such exceptions 
are without interest here, save as add- 
ing emphasis to the general rule above 
stated. 

The legislature may fix the rates 
or it may empower an agency, such 
as the Public Service Commission, to 
act in its stead in this regard. In ei- 
ther event, the courts are open for one 
who complains that by the exercise of 
the rate-making power he has been 


deprived of property without due 
process of law or that his private 
property has been taken for public 
use without just compensation. The 
courts act, therefore, for the purpose 
of holding the exercise of this legis- 
lative power within constitutional 


limits (Const. 1901, §§ 13, 23), but 
not for the purpose of making rates 
or substituting their judgment for 
that of the legislative agencies. 


An enlightening discussion of ju- 
dicial review in such matters is to be 
found in the following excerpt from 
St. Joseph Stock Yards Co. v. Unit- 
ed States (1936) 298 U. S. 38, 80 L. 
ed. 1033, 14 P.U.R.(N.S.) 397, 403, 
56 S. Ct. 720: 

“The fixing of rates is a legislative 
act. In determining the scope of ju- 
dicial review of that act, there is a 
distinction between action within the 
sphere of legislative authority and ac- 
tion which transcends the limits of 
legislative power. Exercising its 
rate-making authority, the legislature 
has a broad discretion. It may exer- 
cise that authority directly, or 
through the agency it creates or ap- 
points to act for that purpose in ac- 
cordance with appropriate standards. 
The court does not sit as a board of 
revision to substitute its judgment for 
that of the legislature or its agents as 
to matters within the province of ei- 
ther. When the legislature it- 
self acts within the broad field of leg- 
islative discretion, its determinations 
are conclusive. When the legislature 
appoints an agent to act within that 
sphere of legislative authority, it may 
endow the agent with power to make 
findings of fact which are conclusive, 
provided the requirements of due 
process which are specially applicable 
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to such an agency are met, as in ac- 
cording a fair hearing and acting up- 
on evidence and not arbitrarily. . . . 
In such cases the judicial inquiry into 
the facts goes no further than to as- 
certain whether there is evidence to 
support the findings and the question 
of the weight of the evidence in deter- 
mining issues of fact lies with the leg- 
islative agency acting within its stat- 
utory authority. 

“But the Constitution fixes limits 
to the rate-making power by prohib- 
iting the deprivation of property with- 
out due process of law or the taking 
of private property for public use with- 
out just compensation. When the 
legislature acts directly, its action is 
subject to judicial scrutiny and deter- 
mination in order to prevent the trans- 
gression of these limits of power. 
The legislature cannot preclude that 
scrutiny or determination by any dec- 
laration or legislative finding. Legis- 
lative declaration or finding is neces- 
sarily subject to independent judicial 
review upon the facts and the law by 
courts of competent jurisdiction to 
the end that the Constitution as the 
supreme law of the land may be main- 
tained. Nor can the legislature es- 
cape the constitutional limitation by 
authorizing its agent to make findings 
that the agent has kept within that 
limitation. Legislative agencies, with 
varying qualifications, work in a field 
peculiarly exposed to political de- 
mands. Some may be expert and im- 
partial, others subservient. It is not 
difficult for them to observe the re- 
quirements of law in giving a hearing 
and receiving evidence. But to say 
that their findings of fact may be 
made conclusive where constitutional 
rights of liberty and property are in- 
21 P.U.R.(N.S.) 


volved, although the evidence clearly 
establishes that the findings are wrong 
and constitutional rights have been 
invaded, is to place those rights at the 
mercy of administrative officials and 
seriously to impair the security inher. 
ent in our judicial safeguards. That 
prospect, with our multiplication of 
administrative agencies, is not one to 
be lightly regarded. It is said that we 
can retain judicial authority to ex. 
amine the weight of evidence when 
the question concerns the right of per- 
sonal liberty. But, if this be so, it is 
not because we are privileged to per- 
form our judicial duty in that case 
and for reasons of convenience to dis- 
regard it in others. The principle ap- 
plies when rights either of person or 
of property are protected by constitv- 
tional restrictions. Under our system 
there is no warrant for the view that 
the judicial power of a competent 
court can be circumscribed by any 
legislative arrangement designed to 
give effect to administrative action 
going beyond the limits of constitv- 
tional authority. This is the purport 
of the decisions above cited with re 
spect to the exercise of an independ- 
ent judicial judgment upon the facts 
where confiscation is alleged.” 

[3] In the instant case, the legis- 
lature did not act directly and itself 
fix the rates, but left the matter for 
determination by its appointed agency, 
the Public Service Commission, en- 
dowed with power to make findings 
of fact which are conclusive so long 
as requirements of due process appli- 
cable to such agency are met, such as 
according a hearing and acting upon 
evidence, and not arbitrarily. 

There can be no insistence here 
that the Public Service Commission 
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acted without evidence and arbitrarily 
without a hearing. The order en- 
tered, the recitals of which are in no 
manner questioned, demonstrates to 
the contrary, and discloses that testi- 
mony in detail was offered by the re- 
spective parties, including investiga- 
tions by engineers of the Commission, 
by the parties themselves, inspection 
of books—all of which continued 
from April 16, 1935, to October 5, 
1935. And thereafter written briefs 
of the parties were submitted from 
time to time, the final date being De- 
cember 28, 1935. The record of tes- 
timony and exhibits are voluminous, 
consisting of thousands of pages of 
testimony and hundreds of exhibits 
as the order recites; and upon consid- 
eration of all the evidence the Commis- 
sion issued the final order on April 2, 
1936. 

So the contention here is, not that 
the Commission acted arbitrarily and 
without evidence or a hearing, but 
that it acted wrongfully, and in dis- 
regard of much credible evidence, and, 
in short, reached an erroneous con- 
clusion, contrary to the great prepon- 
derance of the proof. 

[4] The insistence is that the cir- 
cuit court on appeal should review the 
finding or conclusion of the Commis- 
sion, and, if convinced it was errone- 
ous, should set it aside and substitute 
therefor its own conclusion, and re- 
mand the cause to the Commission, 
with instructions to promulgate a 
schedule of rates in conformity with 
such corrected finding. But this 
would be invasive of the legislative 
field and beyond the proper function 
of the court. The resort to the courts 
is to confine the legislative power 
within constitutional bounds, and, if 


there is no occasion for the exercise 
of that character of review, then the 
courts have no duties to perform. It 
may be repeated that rate making is 
a legislative and not a judicial func- 
tion. 

[5] Recognizing this principle, 
counsel for the city insists that a rate 
that is too high confiscates the sub- 
scriber’s property, and interferes with 
his liberty, and that of consequence a 
constitutional question is as much pre- 
sented on the part of the subscriber 
as on the part of the utility when the 
rate is too low. The argument is in- 
genious, but not sufficiently persua- 
sive. If such a theory be accepted, 
then all rate-making legislation is re- 
viewable and revisible by the courts, 
for to determine the matter as to the 
subscriber a full consideration of all 
the facts and circumstances in every 
instance would be necessary. A rate 
fixed by the legislature would be as 
much the subject of attack by the sub- 
scriber as one fixed by the Commis- 
sion. Ours is a representative form 
of government, and the legislature 
represents the people of the state who 
are subscribers to telephone service. 

It would follow, as a logical result 
of the theory advanced by the city, 
that a subscriber who has no invested 
capital at stake, but only a desire for 
a lower rate, and dissatisfied with the 
schedule fixed in the law passed by his 
representatives in the legislature, 
could appeal to the courts to have the 
law nullified, and a new schedule of 
rates established by the judicial 
branch of our government, and thus 
have the court’s judgment in a pure- 
ly legislative matter substituted for 
that of the law-making body. Mani- 
festly, such a result would run coun- 
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ter to our present form of govern- 
ment, and in contravention of § 43 
of our Constitution prohibiting the 
judiciary from an invasion of the 
legislative domain. 

The fact that in the instant case the 
schedule is fixed, not by the legisla- 
ture directly but by its agency, the 
Public Service Commission, works 
no change in the principle. 

Nor do we find in the cited authori- 
ties support for such a theory, but 
rather the contrary. Counsel for the 
city lays some stress upon Michel v. 
Illinois Bell Teleph. Co. (1922) 226 
Ill. App. 50, 53. But the gist of that 
case, so far as this question is con- 
cerned, may well be stated in the fol- 
lowing excerpt from the opinion: 


“This is not a case in which the court 
was called upon to fix a rate, or to de- 
termine what was a reasonable rate. 
The only purpose of the bill was to re- 


strain, by injunction, an alleged un- 
authorized rate from being put into 
force and effect.” It is readily appar- 
ent, therefore, this authority is here 
inapplicable. 

Of course there are many legal 
rights the subscriber may enforce in 
the courts. He must not be unjustly 
discriminated against, and he may 
even challenge an order of the Com- 
mission made in excess of its powers 
or void for other reasons, and he may, 
as in the Michel Case, supra, enjoin 
the utility from demanding an unau- 
thorized rate. But as to the matter 
of fixing a schedule of rates he must 
look to his representatives, the law- 
making body or its agency, the Com- 
mission as in this case. 

In Goldfield Consol. Water Co. v. 
Public Service Commission (1916) 
236 Fed. 979, P.U.R.1917A, 685, also 
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cited, the jurisdiction of the cour 
was invoked by the utility on the 
ground that the rates were confisca. 
tory. Manifestly, this case adds no 
support to the insistence here urged. 

In State P. U. C. ex rel. Springfield 
v. Springfield Gas & E. Co. (1919) 
291 Ill. 209, P.U.R.1920C, 640, 125 
N. E. 891, it is expressly recognized 
that rate making is a legislative func. 
tion. Upon the question here being 
considered, enough of the applicable 
law of that state is not set out fora 
comprehensive view of the opinion, 
and we find no statement in the opin- 
ion which would support such a the- 
ory as here insisted upon. Of course, 
as stated therein, a rate should b 
fair, both to the public and to the util- 
ity. This of course is recognized by 
all. But as to the schedule of rates 
from the subscriber’s standpoint he 
looks to his own agency, the Commis- 
sion, or to his own representative, the 
legislature, to establish a rate fair and 
reasonable to the public. Where the 
question has been directly involved, 
the courts have unhesitatingly repudi- 
ated such a theory. 

The case of Nebraska Teleph. Co. 
v. State ex rel. Yeiser (1898) 55 Neb. 
627, 637, 76 N. W. 171, 174, 45 
L.R.A. 113, involved a complaint of a 
subscriber for telephone service which 
he insisted was too high. The gen- 
erally accepted rule that rate fixing 
was a legislative and not a judicial 
function was reiterated and the opin- 
ion concludes: “The relator must 
address himself for relief from the 
grievances of which he complains to 
the legislative power of the state.” 

Counsel argue that, although the 
subscriber is under no legal duty to 
take the service, yet he is under an 
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economic necessity therefor, which 
should serve the same purpose. An- 
swering a like argument, the New 
York court in Brooklyn Union Gas 
Co. v. New York (1906) 50 Misc. 450, 
461, 100 N. Y. Supp. 570, 577, said: 
“His personal liberty has not been in- 
vaded, because he is under no obliga- 
tion to purchase the gas. It is true 
the pressure of circumstances 
might operate almost as strongly as a 
legal obligation to compel it to pur- 
chase gas. But still the obligation to 
purchase gas is not a legal one. There 
is no absolute duty upon the consum- 
er to take. Private rights may 
be interfered with so long as they are 
not vested. A right is not 
vested unless it is something more than 
such a mere expectation as may be 
based upon an anticipated continua- 
tion of the present general laws.” 
And, to like effect, is U. S. Light 
& Heat Corp. v. Niagara Falls Gas 
& E. L. Co. 47 F. (2d) 567, 570, 
P.U.R.1931B, 127, 131, where the 
court, speaking to this question, said: 
“But a citizen has no vested rights in 
statutory privileges or exemption. 
This gas company became 
bound to furnish gas within the city 
of Niagara Falls by reason of the Pub- 
lic Service Law. The consumer was 
not obliged to purchase gas; he was 
privileged to do so. A private right 
may be interfered with so long as it is 
not vested.”” Pinney & Boyle Co. v. 
Los Angeles Gas & E. Corp. (1914) 
168 Cal. 12, 141 Pac. 620, L.R.A. 
1915C, 282, Ann. Cas. 1915D, 471, 
and Brooklyn Union Gas Co. v. New 
York (1907) 188 N. Y. 334, 81 N. 
E. 141, 15 L.R.A.(N.S.) 763, 117 
Am. St. Rep. 868, are to the same 
general effect. 


45 


Counsel cite § 103 of our Consti- 
tution. But we can find no support 
for this theory in that provision, 
which was but a mandate to the legis- 
lature, which has been obeyed by the 
passage of appropriate laws upon the 
subject matter thereof. 

But we forego further discussion, 
and are persuaded that upon both rea- 
son and authority the theory advanced 
by the city is to be rejected. 

It is apparent that the purpose of 
the appeal is to have the court substi- 
tute its judgment in a legislative mat- 
ter for that of the Commission, This 
the court had no jurisdiction to do. A 
consideration of the appeal could re- 
sult, therefore, in no practical bene- 
fit, and was of consequence properly 
dismissed. Authorities supra. 

[6,7] Much argument is made 
against the allowance by the court of 
the intervention on the part of the 
Public Service Commission, and _ its 
specially employed counsel, and it is 
insisted the Commission was without 
interest in the subject matter. The 
Commission has exclusive jurisdiction 
over the matter of these rates (§ 9631, 
Code), and is charged with the duty 
of enforcing its orders (§ 9632, 
Code). Whether it has such an inter- 
est as, strictly speaking, would author- 
ize an intervention, is not material 
here to determine. Mere terms are 
of no great importance. It was a 
matter affecting public interest. The 
Commission was an agency of the leg- 
islature charged with important du- 
ties, and, we are persuaded, acted with- 
in its legal rights in calling to the at- 
tention of the court its lack of juris- 
diction over the subject matter. Per- 
haps, more accurately speaking, it may 
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be said the Commission was permit- 
ted to be heard amicus curiz, as was 
the ruling by the Louisiana court in 
State ex rel. Crozier v. Rost (1897) 
49 La. Ann. 1451, 22 So. 421, where- 
in the agricultural board was permitted 
by counsel to so appear, as the matter 
was one of public interest, though for- 
mal intervention was held inappropri- 
ate. This finds ample support in2C. J. 
1323, 1324, and the authorities there- 
in cited. We can see no sound objec- 
tion to this course, and approve the 
same. 


It is also insisted the Commission 
had no authority to so appear by coun- 
sel. As the Commission presented the 
matter of jurisdiction of the court, 
both by personal signatures and by 
counsel, it may be that it is unneces- 
sary to answer this insistence. But 


we think it appropriate to say that, in 
our opinion, such employment was 


authorized by § 9617, Code 1923, 
which gives the Commission such au- 
thority upon consultation and approv- 
al of the governor. The Commission 
was interested in the enforcement of 
its orders, and charged with the duty 
to so enforce them. The mere fact 
that the city was dissatisfied, and in- 
sisted the rates should be still fur- 
ther reduced, did not tie the hands of 
the Commission, and require it to sit 
silently by while the order that it had 
made was under attack. It had the 
right to appear amicus curiz, and we 
think it likewise had the authority 
under said § 9617 to employ counsel 
with the governor’s approval. 


It may be true that, in view of 
§§ 9672, 871, and 872, Code 1923, the 
attorney general, if he saw fit to rep- 
resent the Commission, would have 
authority over counsel so employed. 
But here the attorney general declined 
to act for the Commission and joins 
the city in its attack upon the order 
from which the appeal is prosecuted. 
The Commission, therefore, resorted 
to § 9617, Code, that it might have 
the matter properly presented. That 
statute was evidently enacted to meet 
some contingency that may not at the 
moment be foreseen. In the opinion 
of the Commission and the governor, 
that contingency arose in the instant 
case, and we see no reason against 
giving the statute application here. 

Nor was there occasion for re- 
mandment of the cause to the Com- 
mission for finding of facts. In some 
of the cases cited the statutes so di- 
rect. We have no such statute in this 
state. We think it clear enough the 
Commission in the opinion and order 
entered fully complied with our laws. 
Alabama Water Co. v. Attalla, 211 
Ala. 301, P.U.R.1924E, 420, 100 So. 
490; § 9652, Code 1923. 

Finding no error in the record, the 
judgment will stand affirmed. 

Affirmed. 


Anderson, C. J., and Bouldin and 
Knight, JJ., concur. 


NotEe.—In State v. Southern Bell 
Teleph. & Teleg. Co. (1937) — Ala. —, 
176 So. 308, judgment was affirmed in 
a companion case on the authority of 
the decision reported above. 
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RE OZARK UTILITIES CO. 


MISSOURI PUBLIC SERVICE COMMISSION 


Re Ozark Utilities Company 


[Case No, 9422.] 


Certificates of convenience and necessity, § 158 — General authorization — Rural 
electric extensions. 
1. An electric utility company may properly be authorized to extend its lines 
to new customers in rural territory within a prescribed area in conformity 
with its extension rule in effect or the extension rule it may have in effect 
at any future date, in order to avoid the delay and expense of attending 
hearings for each separate extension, p. 49. 


Monopoly and competition, § 54.1 — Electric extensions — Rural territory — 
Private companies and codperatives. 

2. It is beneficial to the public to allow an electric company to use its funds 
to make adjacent extensions of electric lines, under its rules, in rural terri- 
tory where economic conditions will permit, notwithstanding objections by 
sponsors of rural electrification codperatives; funds to be borrowed from 
a Federal agency for extension of lines of a codperative association are 
thereby conserved to cover greater areas wherein the company’s service 
will not be available, p. 49. 


[November 10, 1937.] 


A by an electric utility company for authority to 
construct, maintain, and operate electric transmission lines 
in certain counties; application granted. 


¥ 


mission at Jefferson City, Missouri, 
after due notice had been given, on 
the 7th day of October, at which time 
and place all interested parties were 
given an opportunity to be heard. 

The applicant is a corporation ex- 
isting under and by virtue of the laws 
of the state of Missouri. Its operat- 
ing office and post-office address is 
Joplin, Missouri. 

The evidence shows that it has re- 


By the Commission: This case is 
before the Commission upon the ap- 
plication of the Ozark Utilities Com- 
pany, hereinafter referred to as the 
applicant, for an order granting said 
applicant a certificate of convenience 
and necessity to construct, maintain, 
and operate, as a public utility, elec- 
tric transmission and distribution 
lines for the purpose of furnishing 
electric service to the public within the 


areas more fully hereinafter described 
in the counties of Jasper, Barton, 
Lawrence, Dade, Cedar, St. Clair, 
Hickory, Polk, and Dalllas, all in the 
state of Missouri. 

The case was heard by the Com- 


ceived, by orders of the respective 
county courts, authority to construct, 
maintain, and operate electric trans- 
mission and distribution lines along 
and across the public streets, roads, 
alleys, and other public places and 
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grounds in each of the counties above 
named. Certified copies of the court 
orders of the above-named counties 
were filed as a part of the application 
in this case. Applicant has also been 
granted authority by various munic- 
ipalities in the aforesaid area to con- 
struct, maintain, and operate electric 
distribution systems within the corpo- 
rate limits of those cities, towns, and 
villages. The largest city of the area 
in which it operates is Joplin, Mis- 
souri. 

Subsequent to receiving the re- 
quired local consent the applicant, 
from time to time, has secured from 
this Commission certificates of con- 
venience and necessity for the con- 
struction, maintenance, and operation 
of electric interurban transmission 
lines and distribution systems within 
certain of the incorporated cities and 
in rural areas adjacent to the incor- 
porated cities. 

Attached to the application, marked 
Exhibit “C,” is a list of the names of 
the various corporations, mutual as- 
sociations, and individuals who own 
or have in operation electric, tele- 
phone, or communication lines that, 
from time to time, may be paralleled 
or crossed by the electric lines that the 
applicant may be required to con- 
struct, maintain, and operate for the 
purpose of extending and rendering 
its electric service to new customers. 
There is also attached to the applica- 
tion a copy of a letter, marked Ex- 
hibit ““D,” which applicant states it has 
sent to each of the interested parties 
named, and whose lines may be af- 
fected by any lines it proposes to con- 
struct. The letter explains in a gen- 
eral way the purpose of the applica- 
tion. Notices of the hearing were 
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sent from this office to all the parties 
named by the applicant. 

The applicant states that before con- 
structing any of its transmission lines 
along a state highway, it will secure 
from the state highway commission 
such authority as may be required by 
law for the proposed construction. 

Attached to the application and 
marked Exhibit “B” is a map show- 
ing the exact area in which the ap- 
plicant desires authority to construct, 
maintain, and operate electric trans- 
mission lines as the public convenience 
and necessity requires. 

The applicant states that, because 
of the increasing demand for electric 
service, it is required continuously to 
extend and expand its distribution sys- 
tem, and that under the procedure it 
has heretofore followed under the 
laws of the state of Missouri it files 
an application and gets an order from 
the Commission for each extension, 
regardless of size, made to serve new 
customers. It files this application 
for the purpose of eliminating the 
necessity of making a separate appli- 
cation for each extension. It states 
that the transmission and distribution 
lines will be constructed in conformity 
with the specific rules and regulations 
as contained in the National Electrical 
Safety Code and as the laws of the 
state of Missouri and the orders and 
rulings of this Commission may re- 
quire. The applicant states that the 
said lines and all equipment connected 
therewith will be maintained and op- 
erated in a reasonably safe and ade- 
quate manner so as not to endanger 
the safety of the public or to interfere 
unreasonably with the service of other 
aerial lines. 

In carrying out any construction 
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program for which it now seeks au- 
thority, it states that before the con- 
struction of any extension or before 
any major change is made in the lo- 
cation, phase, or voltage of any elec- 
tric line in the territory described in 
this proceeding, it will give at least 
fifteen days’ notice to any and all other 
public utility or utilities affected. In 
giving such notice the applicant agrees 
to show what the proposed construc- 
tion or alteration will be in sufficient 
detail to enable representatives of the 
affected utilities to determine what ac- 
tion they may desire to take with 
reference thereto. Wherever said 


transmission lines may parallel or 
cross the aerial lines belonging to or 
operated by other companies or indi- 
viduals, or come in close proximity 
thereto, so as to cause induction or 
other electrical interference, thereby 
making necessary changes in said line 


or lines, or in the said line or lines of 
the applicant, for the general benefit 
and safety of the public, the expense, 
if any, incurred in making such 
changes shall be determined between 
the parties operating such lines and 
the applicant, and in case of failure of 
the parties to reach such agreement in 
settlement thereof, the matter may be 
submitted to the Public Service Com- 
mission for arbitration and determina- 
tion, in the manner provided for in 
§ 118 of the Missouri Public Service 
Commission Act, now § 5241 of the 
Rev. Stats. of Missouri, 1929. 

[1, 2] Counsel for the Rural Elec- 
trification Administration of the Fed- 
eral government appeared in the inter- 
est of a codperative association that is 
in contemplation of being organized 
for the purpose of securing electric 
service for rural areas in Lawrence, 
[4] 


Greene, and Dade counties, Missouri. 
A telegram was received from the 
administrator of the Rural Electrifi- 
cation Administration in Washington, 
expressing a desire that the applicant 
be not granted authority that would 
destroy the codperative project that is 
now in contemplation for that area. 
In its communication concerning the 
matter the administrator of the Rural 
Electrification Administration speaks 
of the authority as blanket authority 
for serving the area designated. It is 
not understood by the Commission 
that the applicant is seeking exclusive 
authority to operate in the area, but 
authority to extend its electric lines 
from its present system or from the 
system that it may have in existence 
at any given time in the future, in 
order that prospective customers ad- 
jacent to the then existing system can 
receive electric service as promptly as 
possible and at minimum expense. As 
mentioned above, the applicant, from 
time to time, has requested authority 
to extend the individual lines to the 
various customers. Under a decision 
of our supreme court in Public Serv- 
ice Commission v. Kansas City Power 
& Light Co. (1930) 325 Mo. 1217, 
P.U.R.1931A, 32, 31 S. W. (2d) 67, 
fit is required, under its present prac- 
tice, to secure from this Commission 
a certificate of convenience and neces- 
sity before making any extension to 
extend the service to new customers 
who reside outside of the incorporated 
cities, towns, and villages within the 
area herein prescribed. To avoid de- 
lay in securing that authority, which 
in turn delays the customer in receiv- 
ing the service, and to avoid the ex- 
pense of attending hearings before 
this Commission for each extension, 
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the applicant, as we understand its pe- 
tition, seeks authority to extend its 
lines to new customers within the pre- 
scribed area in conformity with its ex- 
tension rule now in effect or the 
extension rule it may have in effect 
at any future date. 


Under the decision of our supreme 
court in State ex rel. St. Louis Coun- 
ty Gas Co. v. Public Service Commis- 
sion (1926) 315 Mo. 312, P.U.R. 
1927A, 187, 286 S. W. 84, any util- 
ity is required to extend its lines to 
a new customer or customers who will 
comply with the terms and require- 
ments of that utility’s extension rule. 
Likewise the Commission cannot re- 
quire the utility to extend its lines to 
any new customer except in conform- 
ity with the existing extension rule 
that may be filed and in effect. So we 
do not understand that the applicant 
intends to change its practice in ex- 


tending its lines to new customers 
within the prescribed area, but will 
continue to extend its lines in con- 
formity with its extension rule, taking 
into account the various conditions, 
including economic conditions, sur- 
rounding each and every proposed ex- 


tension. In other words, the revenue 
to be received will have to be suffi- 
cient to justify the expenditure and 
made in conformity with its extension 
rule, without discrimination towards 
other customers. We do not under- 
stand that the granting of such au- 
thority will interfere with the efforts 
of the Rural Electrification Adminis- 
tration any more than would the pol- 
icies we have been following with this 
applicant heretofore. The applicant 
will only be able to extend the lines as 
far as its extension rule will permit. 
Then that large area beyond that lim- 
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it will still be available for develop. 
ment by the codperative company tha 
we understand is in contemplation, an{ 
who we understand will borrow funds 
from the Rural Electrification Admin. 
istration for such development. | 
appears to us beneficial to the public tp 
allow the utility to use its funds to 
make the adjacent extensions where 
economic conditions will permit, 
thereby conserving the funds to bh 
borrowed from the Rural Electrifica. 
tion Administration to extend the co. 
operative lines to cover greater areas 
wherein the applicant’s service will not 
be available than would be possible 
if the applicant did not take care of 
those areas adjacent to its lines. By 
such viewpoint, it appears there is no 
competition between the applicant and 
the codperative association. The co- 
Operative association, we understand, 
undertakes to furnish service in an ex- 
panded area wherein many of the lines 
may not be economically feasible at 
all but, taken as a whole, may be sup- 
ported by other unserved areas that 
will help to finance the entire under- 
taking. This thought is gained from 
a statement of the former administra- 
tor, Hon. Morris L. Cooke, which we 
find in Vol. 2, Number 7, of the Rural 
Electrification News. Mr. Cooke states 
that: “As you know, we can help to 
serve only those farms which are 
without service.” 

To illustrate the views of the Com- 
mission in this matter, it may be well 
to compare the present status in elec- 
trical development with similar situa- 
tions having existed for many years 
in the telephone field. For many years 
we have had codperative associations 
existing in this state, both incorporat- 
ed and unincorporated, in which the 
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yarious individuals undertook to de- 
velop telephone systems for the pur- 
pose of securing telephone service for 
their use. They are generally spoken 
of as mutual associations. They own 
and operate telephone switchboards, 
local telephone lines within the city 
area, and furnish switching serv- 
ice to lines coming from rural terri- 
tory into such initial rate area. We 
have had such systems existing and in 
operation in areas in which privately 
or corporately owned telephone ex- 
changes are and were in operation, 
coming under the jurisdiction of the 
Commission. There has been no seri- 
ous conflict between the parties so 
far as regulation is concerned. At 
times the privately owned systems 
have absorbed the mutual systems, and 
at other times the mutual systems have 
taken over the ownership and opera- 
tion of the private systems. The 
Commission has not permitted pri- 
vate systems to raid the territory of 
the mutually owned systems or to in- 
terfere with the rights and privileges 
of the owners of such systems and the 
service rendered. So we believe there 
is a field now unserved in the proposed 
area of this applicant in which a co- 
Operative association can extend elec- 
tric service to a large number of rural 
users of electric service that will not 
otherwise become available to the serv- 
ice of the applicant for many years. 


The Commission has heretofore 
granted to two of our larger public 
utilities, namely the Union Electric 
Company of Missouri and the Kansas 
City Power & Light Company, the 
first of which operates within the city 
of St. Louis and surrounding terri- 
tory, the second within the city of 
Kansas City and surrounding terri- 


tory, similar certificates to that now 
requested by the applicant, and finds 
that it has been beneficial, both to the 
public and the utility. Any economic 
practice that can be gained by the 
utility the Commission is anxious to 
have carried out in order that those 
benefits may be passed immediately 
to the public served. 

In checking over the records of 
the applications of the Kansas City 
Power & Light Company, we find that 
from the year 1917 to the year 1934, 
when it was granted authority to serve 
a given area, it had made something 
like 335 applications for line exten- 
sions. Since then we have received 
something like 3 applications for such 
authority. The applications made by 


the Union Electric Company have 
been much less numerous because that 
company has followed the practice of 
seeking authority from time to time 


to extend lines into defined areas, such 
as a given township, a county, or 
parts of a given county, in order to 
incorporate the area surrounding the 
city of St. Louis into the total area 
it professes to serve. 

In view of the evidence that has 
been submitted in this case, the Com- 
mission is of the opinion that the 
authority requested by the applicant 
should be granted. 

It is, therefore, 

Ordered: 1. That the Ozark 
Utilities Company be and is hereby 
authorized to construct, maintain, and 
operate electric transmission lines and 
distribution systems over, along, and 
across the highways of the counties 
of Jasper, Barton, Lawrence, Dade, 
Cedar, St. Clair, Hickory, Polk, and 
Dallas, and along such other routes 
as may be properly provided in 
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said counties, and along private 
rights of way as may be secured by 
the applicant, all in the state of Mis- 
souri, with authority to furnish elec- 
tric service to all persons in the area 
for which this certificate is granted 
and in conformity with the ‘extension 
rules that the applicant, from time to 
time, may have on file with this Com- 
mission and in effect, such area being 
fully described on the map filed here- 
in by the applicant, attached to its 
application and marked Exhibit “B,” 
with the boundary line changed as 
shown by the testimony taken in the 
hearing wherein the applicant amend- 
ed the boundary to extend entirely 
along the south boundary line of Polk 
county instead of partially along said 
line. The aforesaid map is hereby 
referred to, with the said correction, 
and made a part of this order. The 
authority hereby granted, however, 
does not grant permission to serve 
within the corporate limits of any 
municipality unless the consent of the 
proper municipal authorities shall first 
have been obtained, and until a cer- 
tificate of convenience and necessity 
for the operation in said municipal 
area shall have been secured from this 
Commission. 


Ordered: 2. That said electric 
transmission and power lines and all 
equipment connected therewith shall 
be constructed so as to conform to the 
specific rules and regulations contained 
in the National Electrical Safety Code, 
issued by the United States Bureau 
of Standards, and where said trans- 
mission lines cross the tracks of any 
railroad company, said crossing shall 
be constructed so as to conform to the 
specific rules and regulations con- 
tained in the Commission’s General 
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Order No. 24, issued August 17 
1925. Furthermore, that said appli- 
cant herein shall maintain and operate 
said transmission lines and all equip. 
ment connected therewith ina re. 
sonably safe and adequate manner so 
as not to endanger the safety of the 
public or to interfere unreasonably 
with the service of other aerial lines, 
and shall give reasonable notice to any 
other utility whose service might be 
affected by any proposed construction 
or change; and that the Commission 
fully retain jurisdiction of the parties 
and the subject matter of this proceed- 
ing, on the evidence now before the 
Commission, for the purpose of mak- 
ing such further order or orders as 
may be necessary. 


Ordered: 3. Wherever said trans- 
mission lines may or do parallel aerial 
lines belonging to or operated by oth- 
er companies or individuals or cross 
such line or lines or come in close 
proximity thereto so as to cause in- 
duction or other electrical interfer- 
ence, thereby making necessary chang- 
es in said line or lines or in the said 
line or lines of the applicant for the 
general benefit and safety of the pub- 
lic, the expense, if any accrued in 
making such changes shall be deter- 
mined by an agreement between the 
parties operating such lines and the 
applicant, and in case of failure of the 
parties to reach such agreement in 
settlement thereof, the matter may be 
submitted to the Public Service Con- 
mission for arbitration and determi- 
nation as provided for in § 118 of the 
Original Act creating the Public Serv- 
ice Commission of this state, now § 
5241 of the Rev. Stats. of Mis- 
souri for 1929. 

Ordered: 4. That before begir- 
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ning the construction of any electri- hereof, and that the secretary of the 
cal power and transmission line in the Commission shall forthwith serve on 
territory herein designated and before all parties interested herein, a certified 
a change is made in the location, copy of this report and order, and 
phase, or voltage of any electric line that the applicant and all other inter- 
that may be in operation, the appli- ested parties shall notify the Commis- 
cant shall give all other utilities af- sion before the effective date of this 
fected by such change or construction order, in the manner prescribed by 
at least fifteen days’ written notice, § 25 of the Public Service Commis- 
showing in sufficient detail what the sion Law (§ 5145, Rev. Stats, Mo. 
proposed construction or change will 1929), whether the terms of this or- 
be to enable competent representatives gor are accepted and will be obeyed. 
of those utilities to determine what 
action the particular utility or utilities Note.—In Lawrence County Water, 
may desire to take with reference Light & Cold Storage Co. Case No. 
thereto. 9421, Nov. 10, 1937, the Commission 
Ordered: 5. That this order shall expressed the same views and took the 
take effect ten days after the date same action. 
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Re Christian-Todd Telephone Company, 


Incorporated 


[Docket No. 2079.] 


Return, § 50 — Confiscation — Elimination of hand-set charge — Small effect 
on revenue. 
1. A loss in revenue amounting to only thirty-three thousandths of one per 
cent, as the result of the elimination of hand-set telephone charges, is such 
a microscopic loss that a charge of confiscation because of such elimination 
must be regarded as metaphysical and too shadowy and illusory to demand 
the awesome protection of the Federal Constitution, p. 55. 


§ 558 — Telephone — Change-of-instrument charge — Hand-set elim- 
ination. 

2. A telephone company, required to eliminate a differential for hand-set 

telephones, was allowed a change-of-instrument charge amounting to $1.50 

as a deterrent charge to prevent wholesale requests for removal of desk 

sets and replacement by hand sets, p. 55. 

Rates, § 164 — Surcharge as deterrent to improved service — Hand-set telephone 
charge. 

3. A telephone company should not be allowed to collect a differential charge 

for hand-set telephone instruments as a deterrent to improved service un- 

53 21 P.U.R.(N.S.) 
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less it is clearly shown that denial of authority to make such a charge 
would be injurious to the company service in other respects, p. 55. 


Service, § 442 — Telephones — Substitution of hand sets — Limitations. 


4. A telephone company, ordered to eliminate a differential charge for 
hand-set telephones, was not required to make changes to hand sets in 
excess of 20 per cent of the instruments in use by the company in any 


calendar year, p. 55. 


[November 2, 1937.] 


pe to show cause why reduction should not be made in 
monthly charges for hand telephone sets; elimination of 
hand-set telephone charge ordered. 


By the Commission: This matter 
arises upon a show-cause order to the 
respondent company to appear and 
show cause why reductions should not 
be made in its monthly charges for 
hand telephone sets. The company 
operates telephone exchanges in 
Clarksville, Cumberland City, Dover, 
Fredonia, Marion, Palmyra, Port 
Royal, Sango, and Southside. 

The original order was issued on 
July 9, 1937, and the case was set for 
July 22, 1937. At that time, it ap- 
pears that Mr. F. W. Fink, general 
manager and assistant treasurer of the 
respondent company for its operations 
in Tennessee, came to the offices of 
the Commission in response to the or- 
der and engaged in negotiations with 
one of the Commissioners, the coun- 
sel for the Commission, and the chief 
engineer of the Commission. As a 
result of these negotiations, an order 
was immediately issued by the Com- 
mission entirely eliminating the 
monthly surcharge for hand sets, 
which prior to that time, had amount- 
ed to 25 cents per month for an in- 
definite period. 

The parties representing the Com- 
mission acted upon the belief that an 
understanding evidently had been 
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¥ 


reached between the company and the 
Commission. Mr. Fink, however, tes- 
tifies that he did not so understand 
the result of the negotiations and that, 
while he left the Commission’s offices 
without requesting or demanding the 
right to introduce proof, he was still 
protesting the elimination of the sur- 
charge, which he knew would be or- 
dered. 

This misunderstanding resulted in 
an action of certiorari to the circuit 
court of Davidson county, from which 
court, after argument, the matter was 
by consent remanded to the Commis- 
sion for a further and formal hearing. 

This second hearing came on before 
the Commission on September 21, 
1937, at which time the respondent 
appeared and introduced proof in an 
attempt to show cause why the sur- 
charge rates for the hand set should 
not be reduced or eliminated. The 
company had proposed on July 22, 
1937, according to the testimony in 
the present hearing, to file schedules 
reducing the rate for hand sets to 15 
cents per month, with a limitation to 
eighteen months upon the length of 
time that such surcharge should be 
paid. Subscribers who had already 
paid surcharges for as much as eight- 
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en months would, under this pro- 
posal, have the surcharge eliminated 
as to them. On the present hearing, 
the company reiterated its former of- 
fer and manifestly feels that no con- 
fscation of the company’s property 
would result from such a reduction of 
rates. This reduction would amount, 
in round numbers, to more than $1,- 
000 annually. 

[1-4] However, the company 
strongly urges that the complete elim- 
ination of the charge would be confis- 
catory and, accordingly, prohibited 
under the Constitution of the United 
States. The company recently initiat- 
ed rates in its Kentucky properties 
which reduced the hand-set surcharge 
to 15 cents per month for a maximum 
period of eighteen months. Under 
this rate, all subscribers who had paid 
for the phone for as much as eighteen 
months had the charge completely 
eliminated as to them. This reduc- 
tion in Kentucky rates was made in 
the face of the fact that the Kentucky 
rate of return for the year 1936 was 
just one-half as much as the Tennes- 
see rate of return in the same com- 
pany for the same year. Likewise, 
for the first six months of the year 
1937, the rate of return in Kentucky 
was less than in Tennessee; in fact, 
the percentage of net revenue to aver- 
age investment in the company as a 
whole, including Kentucky and Ten- 
nessee operations together, was just 
one-half as much as the percentage 
of net revenue to average investment 
in Tennessee alone. These figures ap- 
pear from exhibits filed by the compa- 
ny. 

The Commission cannot subscribe 
to the view that this company has vol- 
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untarily installed confiscatory rates in 
the state of Kentucky. 

Limiting consideration of the ques- 
tion of confiscation to the single point 
that this record presents, namely, as 
to the amount of reduction which a 
complete elimination of hand-set sur- 
charges would aggregate, the Com- 
mission finds the following facts: 

There are 379 hand sets in service 
of the Christian-Todd Telephone 
Company in the state of Tennessee. 
Of these, 274 have been in use for 
longer than eighteen months, and in 
any event the excess charges upon 
these 274 telephones will be eliminat- 
ed. This is true under the rate which 
the company itself has proposed. 

There remain 105 hand-set tele- 
phones in use which have been in serv- 
ice for less than eighteen months. On 
the assumption that the installation of 
these telephones was at a uniform 
monthly average, the excess charges 
would cease on those that have been 
in use for as long as eighteen months 
at the rate of approximately 6 per 
month. The direct loss of revenues 
per year because of the total elimina- 
tion of the hand-set surcharge at the 
present time is represented in the fol- 
lowing table: 


Month 
Number 


Number of Revenues at 
Phones _15¢ per mo. 


Accordingly, the total amount of 
21 P.U.R.(N.S.) 
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annual revenues upon which may be 
predicated charges of confiscation of 
the company’s property would be ap- 
proximately $129.60. 

While the Commission has made no 
valuation of the company’s assets for 
rate-making purposes, the respondent 
company claims the right to earn on 
its investment, which averaged $396,- 
060.74 for the first six months of 
1937. Accordingly, applying this cap- 
ital investment to the amount of an- 
nual revenues lost by complete elim- 
ination of the hand-set surcharge, it is 
found that this loss amounts to only 
thirty-three thousandths of one per 
cent. The computation of this mi- 
croscopic loss encroaches upon the 
realm known in higher mathematics 
as infinitesimal calculus. The charge 
of confiscation must therefore be re- 
garded as metaphysical and too shad- 
owy and illusory to demand the awe- 
some protection of the Constitution 
of the United States. 

No Commission can be so precise 
in its rulings as to prevent losses in 
revenues of only $10 a month in the 
case of a corporation having assets of 
approximately $400,000. A minor 
adjustment in the postage stamp ac- 
count would probably counteract such 
losses; if not, we are sure that the 
addition of two or three subscribers 
would more than do so. 

The company attempted to empha- 
size the point that an instantaneous 
and immediate removal of all desk and 
wall type instruments and the substi- 
tution of hand sets therefor would 
impose a considerable financial and 
operating burden upon the company. 
Exhibits were presented indicating 
that such immediate transpositions 
would cause the removal of instru- 
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ments of a value of $11,537.83. The 
Commission finds, however, that the 
company failed to prove that ther 
would be an immediate or instantane. 
ous shift to hand sets. It is uncop. 
troverted that when the first elimina. 
tion was ordered, the demand for hand 
sets was quite moderate ; and although 
the witness for the company was both 
uncertain and evasive in his answers, 
it did not appear that more than a 
dozen requests were made for them. 
It is the opinion of the Commission 
that they would be substituted for the 
older type instruments only gradually 
and over a considerable period of 
time, and furthermore that a small 
change-of-instrument charge would 
retard this rate of change. A change. 
of-instrument charge sufficient, in the 
opinion of the Commission, to pre- 
vent wholesale requests for removal 
of desk sets and replacement by hand 
sets will be provided for in the order. 


But, it was shown that even the 
substitution of hand sets for all wall 
and desk instruments would not finan- 
cially inconvenience the company, as 
depreciation reserves have been ac- 
crued sufficient to retire the invest- 
ment in all instruments removed from 
service. The purpose of the Commis- 
sion in allowing the accumulation of 
these depreciation reserves was to pro- 
vide for just such a contingency as 
has arisen; namely, the retirement of 
telephone sets or other equipment ne- 
cessitated by the invention of new 
and improved designs or types of 
equipment. The present depreciation 
reserve is $98,145, and after charging 
to the reserve the complete removal of 
all desk and wall sets, which in our 
opinion will not occur for several 
years, this reserve will only be re 
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duced to $86,607. This remaining 
depreciation reserve would be 21.6 
per cent of the total investment of 
the Christian-Todd Telephone Com- 
pany in Tennessee. In the opinion of 
the Commission, a depreciation re- 
serve of this amount is sufficient and 
adequate for all normal retirements 
of corporate equipment for this com- 
pany. 

The company has made a strong 
plea for a surcharge on hand sets to 
act as a deterrent in order that it 
may not be confronted with a precipi- 
tant conversion to hand sets. In its 
last analysis this is simply a plea that 
the Commission aid and abet the com- 
pany in keeping its service below pres- 
ent-day standards. The Commission 


is charged with a duty under the stat- 
utes of the state of Tennessee to up- 
hold and, when possible, to raise the 
standards of service rendered by the 


utilities of the state. The request to 
allow a surcharge as a deterrent to 
improve service, accordingly, should 
not be granted unless it is clearly 
shown that such denial would be in- 
jurious to the company’s service in 
other respects. The record in this 
case fails to sustain any finding that 
service would be poorer because of 
the conversion to hand sets. 


The development of the hand tele- 
phone set by the Bell Telephone Sys- 
tem was for one purpose only, and 
that was to bring an improved type of 
telephone instrument into use in the 
country. The hand telephone set was 
a much more desirable instrument to 
subscribers—so much so that a high 
percentage of the subscribers through- 
out the country were willing to pay 
large differentials in rates in order to 
enjoy its advantages. Under econom- 


ic law an instrument with greater 
sales appeal will necessarily increase 
the profits of the company by increas- 
ing the volume of business. The hand 
set gave greater convenience of serv- 
ice to the subscriber, and it is current- 
ly believed by practically all students 
of the telephone industry that it would 
have yielded enormous profits to the 
companies using it even with no sur- 
charge at all. 

The hand set tended to increase the 
use of the telephone system by each 
subscriber, because it gave him a more 
convenient service. It improved the 
quality of transmission by telephone 
by reducing the tendency of the aver- 
age speaker to draw the instrument 
away from his mouth when speaking. 
With the hand set the user found that 
he could not do this without at the 
same time drawing the instrument 
away from his ear. This reduced the 
number of repetitions and increased 
the intelligibility of conversations, 
which at the same time reduced the 
talking time necessary to communicate 
any given message. The hand-set re- 
ceiver was likewise designed in such 
manner as to exclude the effects of 
other noises surrounding the speaker. 
It was found that there was less dis- 
tortion of speech. 

All these greater conveniences were 
in any individual case almost negligi- 
ble in quantity, but when rolled into 
an aggregate through the myriads of 
conversations on any telephone sys- 
tem, the result was a considerable body 
of increased general efficiency in the 
telephone plant and improvement in 
the convenience of the system. It is 
this greater efficiency and convenience 
that the present company is urging 
the Commission to retard. The Com- 
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mission feels, however, that it is its 
duty, not to retard and -discourage, 
but to promote and foster, within rea- 
sonable limits, such improved stand- 
ards of service. 

The Commission will accordingly 
allow a very slight deterrent charge, 
which will be a differential between 
the change-of-instrument charge on 
wall and desk sets, and hand sets. If 
this differential operates with too 
great a deterrent effect, the Commis- 
sion will reduce or remove the charge 
in the interests of improving tele- 
phone service. Five years should suf- 
fice for the complete transition from 
wall and desk to the hand-set tele- 
phones, but the Commission will not 
require the company to make substi- 
tutions of hand sets at a rate in excess 
of 20 per cent of the instruments in 
service per annum. 

It is therefore ordered by the Com- 


mission, that effective as of billj 
dates beginning December 1, 1937 
the additional monthly charge of 25 
cents for the hand telephone sets now 
charged by the Christian-Todd Tek. 
phone Company be and the same js 
hereby terminated. 

It is further ordered that the re. 
spondent company be and it hereby 
is allowed to make, for changes in 
type or style of telephone set from 
wall or desk sets to hand telephone 
sets, a change-of-instrument charge 
amounting to $1.50. 

It is further ordered that the te- 
spondent company will not be required 
to make changes to hand sets in ex- 
cess of 20 per cent of the instruments 
in use by the respondent company in 
any calendar year. 

It is further ordered that this cause 
be retained on the docket for further 
and future orders. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Gas & Electric Company 


[CA-459.] 


Construction and equipment, § 2 — Managerial question — Coal-gas or water-gas 


production. 


1, The selection of the type of production, whether coal gas or water gas, 
presents primarily a managerial question, and it is presumed that a com- 
pany has arrived at its conclusion to install one of these types after due 
consideration of the relative advantages and disadvantages, p. 59. 


Construction and equipment, § 1 — Necessity of authorization — Effective date 


of order. 


2. An order requiring Commission authorization for construction of addi- 
tional gas production facilities is not applicable to an installation contracted 
for and partly installed prior to the effective date of the order, p. 60. 
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Valuation, § 234 — Property for benefit of class — Gas production. 
Discussion of the necessity of making an allocation of an added investment 
in gas producing property when additional installation is necessary to meet 
the demands of industry and it does not appear that the rate schedule at 
which industrial gas in large quantities is being sold is sufficiently re- 
munerative to cover a fair share of the costs of gas produced attributable 


to this class of service, p. 60. 


[September 23, 1937.] 


Fagonia by a gas utility for authority to install vertical 


ovens ; dismissed. 


By the Commission: On May 12, 
1937, the Wisconsin Gas & Electric 
Company, through R. E. Moody, 
vice president, applied for authority 
to install a battery of vertical chamber 
ovens having a capacity of approxi- 
mately 3,000,000 cubic feet per day 
or in the alternative petitioned that 
the Commission’s order 2—U-53 be 
stayed or held unapplicable as to gas 
production facilities contracted for, or 


in the process of construction, at the 
time of the entry of said order. 

The matter was set for investiga- 
tion and hearing, which was held at 
Madison May 28, 1937, at which ap- 


peared: S. B. Sherman, Chief En- 
gineer, Wisconsin Gas & Electric 
Company, Racine, Wisconsin. 

From the testimony and exhibits 
presented and from the company’s an- 
nual reports, the necessity for increased 
capacity in production facilities is ap- 
parent, the send-out on the maximum 
day in 1937 being above the rated ca- 
pacity of the plant ; and because of the 
necessity of renewing the ovens which 
are now in operation, about one-third 
of the capacity will be shut down for 
the next three years necessary to com- 
plete the rebuilding of these ovens. 

[1] The Commission is not com- 
pletely satisfied that adequate capac- 


ity might not be assured by the in- 
stallation of a different type of manu- 
facturing equipment with a lower ul- 
timate production cost; and in this 
connection it might be observed that 
another company operating in the 
state chose to install a water gas gen- 
erating set of capacity greater than 
that of equipment proposed in this 
case, at a cost of approximately $57,- 
000, as compared to the $550,000 es- 
timated cost of the applicant’s pro- 
posed ovens and other equipment. The 
selection of the type of production 
presents, however, primarily a man- 
agerial question, and it is assumed 
that the applicant has arrived at its 
conclusion after due consideration of 
the relative advantages and disadvan- 
tages of coal-gas as compared with 
water-gas production. 

From the records of the utility op- 
eration, the gas sales are shown com- 
paring the industrial and other gas 
sales in 1933 and 1936, in the follow- 
ing table: 


M cu. ft, 
1936 


M cu. ft. 
1933 Increase 

1 223,669.8 638,825.4 186 
Other gas sales 1,283,094.0 1,320,174.0 3 


Total gas sales 1,506,763.8 1,958,999.4 30 


Industrial gas 





It will be seen that, for this period, 
there was only a slight increase in the 
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sales other than for industrial pur- 
poses, while for the latter, there was 
an increase of 186 per cent, an in- 
crease due, at least partly, to the re- 
duction in the industrial rates made 
shortly before this period; and, it is 
because of this demand by’ industry, 
that the company is now faced with 
the necessity of increasing the manu- 
facturing facilities. 

The rates available to industry are 
relatively low as compared with do- 
mestic rates. In fact, the industrial 
rates are lower for the larger loads 
than the rates in nearby Milwaukee, 
with the result that for the year 1936, 
33 per cent of the gas sales but only 
13 per cent of the company’s revenue 
was industrial. 

Under these conditions, the interests 
of the domestic consumers would not 
be conserved, if in fixing the rates for 
domestic use, the investment contem- 
plated in this application was to be 
taken fully into consideration. 

In establishing rates, it is necessary 
to make adjustments to meet the re- 
quirements of particular classes of 
service, but if the rates for a large part 
of the total gas sold are not clearly 
high enough to meet the costs of pro- 
duction for that class of service, it 
would not be reasonable to consider a 
large increase in investment for pro- 
ducing that part of the gas used un- 
less a proper allocation of the added 
investment is made in the fixing of 
rates. 

From the evidence submitted, the 
Commission is not convinced that the 
rate schedule at which industrial gas 
in large quantities is now being sold 
is sufficiently remunerative to cover 
a fair share of the costs of gas pro- 
duced, after the new ovens are in- 
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stalled, attributable to this class of 
service. If that is the case, the user; 
of gas for domestic and commercial 
purposes who, in 1936, accounted for 
about 67 per cent of the total sales, 
should not be expected to carry such 
part of the added investment as can- 
not reasonably be allocated to their 
requirements. Because of the conclu. 
sion reached herein, however, it is not 
now necessary to determine as to what 
part, if any, of the additional invest. 
ment may properly be allocated to do- 
mestic and commercial service, but 
that question will receive the Commis- 
sion’s attention in the event that 
changes for these classes of service 
become involved before the Commis- 
sion. 


[2] The contract for the installa- 
tion of the gas production equipment 
was signed and the foundations at 
least partly installed before May 24, 


1937, the date when the order in 
docket 2-U-53 became effective. Mr. 
Sherman testified at the hearing: 
“The company made a study of the 
plant capacity and gas sent out during 
the fall and winter of 1936 and deter- 
mined that additional capacity was re- 
quired in order to protect ourselves 
and customers against a lack of sup- 
ply during 1938 and thereafter. A 
study was also made as to the best and 
most economical means of increasing 
this capacity. Water gas, coal gas, 
natural gas, and purchased gas were 
all considered. The results pointed to 
coal gas and consequently in Febru- 
ary of 1937 an agreement was en- 
tered into with the United Engineers 
and Constructors Incorporated to build 
a battery of six vertical ovens. The 
contract was signed, contract bearing 
date of March 10, 1937. On March 





RE WISCONSIN GAS & ELECTRIC CO. 


9, 1937, your Commission sent out siderable payment to the contracting 
otices of hearing pertaining to company, as steel and brick work had 
mendment to Order 2-U-—53, which _ been ordered and both were being fab- 
earing was attended by representa-  ricated.” 

ives of the Wisconsin Gas and Elec- Under such circumstances the or- 
ric Company, among others, this der in docket 2-U-53 is not applicable 
earing being held on April 1, 1937. to the installation here contemplated 
tan informal meeting held in Madi- and the Commission so determines. 
on between members of the Commis- Building Height Cases (1923) 181 
sion and representatives of the Wis- Wis. 519, 530, 195 N. W. 544. No 
onsin Gas and Electric Company order, therefore, except to dismiss 
such representatives informed the the proceeding is necessary. 
ommission of the status of the work It is therefore ordered that the pro- 
bnd that it would be impossible to ceeding herein be, and the same is, 
ancel the contract without a very con- hereby dismissed. 





NEW HAMPSHIRE PUBLIC SERVICE COMMISSION 


Re Public Service Company of New 


Hampshire 


[D-E1842, Order No. 3313.] 


Certificates of convenience and necessity, § 102 — Electric extensions — Orderly 
plan of development. 


Authority was granted to an electric utility to extend its lines and service 
into a limited area in a town in which another utility having franchise rights 
offered no objection where the public good required such extension, although 
the Commission ruled that future applications should be presented only 
after consideration of the service requirements of the entire community 
by all the utilities of like nature operating in the town in question. 


[June 11, 1937.] 


empire for authority to extend electric lines; granted. 


¥ 


APPEARANCE: Benjamin H. Mox- the Public Service Company of New 
on, for the petitioner. Hampshire, a corporation duly or- 
ganized under the laws of this state, 

Smitu, Chairman: By this unop- wherein it operates in various towns 
posed petition, upon which a hearing as an electric public utility under au- 
was held at Concord, June 2, 1937, thority of this Commission, seeks au- 
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thorization to extend its lines and 
services into a limited area in the 
town of Hollis. 

Under earlier authorization of this 
Commission the petitioner enjoys lim- 
ited franchise rights in other sections 
of the town of Hollis, Re ‘Manchester 
Traction, Light & P. Co. (Nashua Di- 
vision [1922]) 8 N. H. P. S.C. R. 
405; Re Public Service Co. (1931) 
14.N. H. P. S.C. R. 197, and (1936) 
18 N. H. P. S.C. R. 627. All of the 
foregoing sections are adjacent to the 
Nashua city line and are served by pe- 
titioner’s Nashua district. The sec- 
tion for which the instant authoriza- 
tion is sought is adjacent to the Mil- 
ford and Amherst town lines and will 
be served by the petitioner’s Milford 
district. The New Hampshire Gas & 
Electric Company, which also has 
franchise rights in the town of Hol- 
lis, has filed a written waiver of its 
rights in the area involved. 


The situation which is before us in 
this case is similar to that presented 
by numerous instances in which per- 
mission is sought for authority to ex- 
tend utility operations within limited 
areas of given towns. The legislative 
policy, declared in 1911, is that of re- 
quiring the authorization of the Com- 
mission, based upon a finding of pub- 
lic good, prior to the extension of 
service into a town not previously 
served by the petitioning utility, P. L. 
Chap. 240, §§ 21, 24. Doubtless a 
leading reason for the adoption of this 
policy was to provide means whereby 
the Commission, in the exercise of its 
administrative discretion under the 
statute, could prevent an undue degree 
of competition among utilities which 
might jeopardize the public interest 
in adequate service at reasonable 
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cost. Such has been the interprets. 
tion of the law by the Commission and, 
generally speaking, such has been the 
result in fact. But it is not unlikely 
that the legislature also intended, by 
its provision for the control of fran. 
chises by this Commission, that terri. 
torial allotments be so made among the 
utilities operating in the state as to 
provide the most efficient and econom. 
ical service possible for all who are 
reasonably fit and able to demand it, 
This, in turn, would require a ration- 
alized scheme or plan of territorial di- 
vision of the entire area of the state 
among the various operating utilities, 
Such, however, has not been the re- 
sult. 


The case now before us is illustra- 
tive of the situation existing in many 
towns where one utility has undertak- 
en originally to serve the entire area 
but gradually has relinquished its 


rights in favor of another company 
more favorably located to serve a par- 
ticular group of prospective custom- 
ers. Not infrequently, as here, the 
result has been the projection of the 
second utility into several unconnect- 
ed portions of a town without appli- 
cation for authority, or a specific com- 
mitment, to serve contiguous or inter- 
vening sections which might be served 
much more economically by it than by 
the utility originally permitted to op- 
erate throughout the entire town. 
Oftentimes the newcomer has asked 
only for rights to operate along a 
specified highway, extending a long 
finger into the territory supposedly 
embraced within the franchise limits 
of another utility, without explicitly 
assuming or acknowledging its obli- 
gation in respect to adjacent areas. 
Still more uncertain and unsatisfac- 
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tory conditions are created when lim- 
ited area franchises are sought by, and 
granted to, utilities seeking to enter 
towns in which no other like utility 
has previously been authorized to op- 
erate. 

Electric service has now been ex- 
tended generally throughout the state 
and information is currently available 
as to the extent and character of the 
facilities of the various utilities. 
Largely as a result of the efforts of 
the Commission in recent months, the 
tariffs of the electrical utilities state 
specifically the terms under which 
extensions of service will be made, 
which presumptively are fair alike to 
the companies and to their prospec- 
tive customers. Under these condi- 
tions there seems to be no reason why 
we should continue to authorize dis- 
jointed applications for limited area 
franchises without regard to a com- 
prehensive plan designed to secure to 
the public throughout the state the 
advantages of service from the most 
economical source. Therefore, while 


there appear to be no reasons for with- 
holding the permission sought in the 
instant case, in the future we shall ex- 
pect that all such applications will be 
presented only after careful consider- 
ation of the service requirements of 
the entire community by all the utili- 
ties of like nature operating in the 
town in question, and that in proceed- 
ings of this character the parties will 
be prepared to offer their proposals as 
to geographical boundaries along the 
lines suggested above. 

The proposed extension will serve 
six customers and will be made in 
conformity with the terms and condi- 
tions for line extensions on file with 
this Commission as part of petition- 
er’s tariff of electric rates. It appears 
that the granting of the authority 
sought will satisfy a reasonable de- 
mand for service, hence being for the 
public good. Our order will issue ac- 
cordingly. 


Barry and Swain, Commissioners, 
concurred. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Abington Electric Company et al. 


[Application Docket No. 34676.] 


Consolidation, merger, and sale, § 25 — Ground for disapproval — Rate increases. 
Authority to sell certain electric lines with related facilities, extended be- 
yond charter territory and into a township served by another utility com- 
pany, to the other utility company was denied on the ground that cost of 
service to half of the consumers on the lines would be increased although 
cost to the other consumers would be decreased. 


[October 4, 1937.] 
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F , Rebesemenen by electric utility company for approval of sale 
of certain distribution lines and facilities; denied. 


By the Commission: Abington 
Electric Company here asks our ap- 
proval of the sale to Northern Penn- 
sylvania Power Company, for a cash 
consideration of $5,700, of certain 
transmission lines, with related facili- 
ties, located in Lenox township, Sus- 
quehanna county. Lenox township is 
part of the charter territory of North- 
ern Pennsylvania Power Company, 
but not of Abington Electric Com- 
pany, which extended its service into 
said township as adjacent territory 
in the year 1929. Twenty-eight con- 
sumers are served from the transmis- 
sion lines, and would be transferred, 
along with the lines, to Northern 
Pennsylvania Power Company, which 
would buy electric energy from Abing- 
ton Electric Company for serving said 
consumers. It would be unnecessary 
for Northern Pennsylvania Power 
Company to construct additional fa- 
cilities for service to said consumers. 

The present rates of Northern 
Pennsylvania Power Company would 
be applied to said twenty-eight con- 
sumers, with the result that the cost 
of service to fourteen consumers 
would be increased by an estimated 
total of $5.66 a month, and the cost 
of service to the other fourteen con- 
sumers would be decreased by an es- 
timated total of $23.76 a month, mak- 
ing a net decrease of $18.10 a month. 
The increases per consumer are esti- 


> 


mated as follows: 7 cents, 9 cents, 
15 cents (two consumers), 20 cents, 
25 cents, 40 cents, 42 cents, 49 cents, 
50 cents, 52 cents, 57 cents, 59 cents, 
$1.26. The decreases per consumer 
are estimated as follows: 8 cents, 
10 cents (two consumers), 30 cents, 
35 cents, 45 cents, 70 cents, 85 cents, 
96 cents, $1.23, $2.15, $3.28, $4.90, 
$8.31. It is evident that the few larg. 
er consumers would receive the en- 
tire benefit of the net decrease in rates, 

We should like to see half the con- 
sumers receive a reduction in rates, 
but we cannot approve the increase in 
rates to the other consumers, particv- 
larly since the latter would obtain no 
compensating benefits in the way of 
increased or improved service. We 
must therefore withhold our approval 
of the application. Abington Electric 
Company must take some other ap- 
propriate action to remedy the situa- 
tion created by its extension of service 
beyond its charter territory. 

The matters and things involved in 
the application before us having been 
heard and fully considered, we can- 
not find that the sale to Northern 
Pennsylvania Power Company of cer- 
tain distribution lines and facilities of 
Abington Electric Company located 
in Lenox township, Susquehanna 
county, is necessary or proper for the 
service, accommodation, convenience, 
or safety of the public. 
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Southern California Edison Co. 
Plans $26,000,000 Expenditure 


XPENDITURE of approximately $26,000,000 
Evil be made by Southern California Edi- 
son Company, Ltd., during 1938, for new con- 
struction, operation, maintenance, payrolls and 
taxes, according to a recent announcement. 
This compares with $22,000,000 for these 
items in the 1937 budget. 

New construction for next year will include 
the completion of facilities for bringing 
Boulder Dam power into the Edison system. 
Expenditure of approximately $600,000 for 
completion of the transmission line and $1,- 
130,000 for extension of the Chino station is 
planned. 

The addition to expenditures for Boulder 
transmission lines, other transmission line cost 
and preliminary work in connection with con- 
struction of a new major switching station are 
expected to come to another $1,000,000. 


Iron Body Globe and Angle 
Valve with Plug Type Disc 


[™ body globe and angle valves designed to 
withstand exceptionally severe service are 
being offered by Crane Co., Chicago. The plug 
type disc is made of Crane nickel alloy and 
the body seat ring of Exelloy, a specially heat- 
treated chromium iron. This combination of 
metals for seating surfaces has been found by 
extensive tests to offer excellent resistance to 
wear, temperature, galling and scoring. In 
addition, these metals are harder, stronger and 
tougher than metals ordinarily used in iron 
valves. 

These valves are recommended for 150- 
pounds steam working pressure and 300- 
pounds on cold water, oil or gas lines. They 
are made in sizes %4 to 3-inch, and also are 
recommended for throttling service. Inter- 
changeability of parts is a feature. 

The stuffing boxes are fitted with a gland 
and filled with high grade packing and may be 
repacked while under pressure when wide 
open. These improved iron body valves are 
identified as 31414-P globe and 31614-P angle. 


Clamp on Pintype Insulators 


ROVIDED with a clamp for holding the con- 
ductor in position, a line of three pintype in- 
sulators, developed by the Ohio Brass Com- 
pany, Mansfield, Ohio, completely eliminates 
the need for tie wires. In addition to this fea- 
ture, these insulators, known as Clamptops, 
are free from radio interference at voltages 
1.4 to 3 times normal line to ground voltages. 
A malleable iron casting is cemented into 


43 


the porcelain head of the insulator, and the 
clamp proper rests on two pintles in this cast- 
ing, thus allowing a teeter-totter movement of 
the clamp. Two carriage bolts hold the clamp 
to the casting and secure the keeper piece firm- 
ly over the conductor. With the insulator in 
position, it is only necessary to lay the con- 
ductor in the clamp, place the keeper piece 
over the conductor, slip a lock washer over 
each bolt and tighten the nuts. This procedure, 
requiring but a few seconds, saves the time 
and expense of securing the conductor to the 
insulator head with tie wires. Due to the ab- 
sence of tie wires the resulting installation has 
a neat appearance. 


New Repulsion-Induction 
Single-Phase Motors 


W AGNER Electric Corporation, St. Louis, 
Missouri, has recently developed an im- 
proved line of integral-horsepower type RG 
repulsion-induction motors. These motors 
have electrical characteristics that make them 
desirable for operating air compressors, vis- 


Integral-horsepower Type Motor 


cous liquid pumps, refrigerant compressors, 
conveyors, etc. The salient characteristics of 
the Wagner type RG repulsion-induction 
motor are: 

(1) High starting torque 

(2) Low starting current 

(3) Positive starting on low voltage 

(4) High power-factor 

(5) Excellent efficiency 

The new Wagner _repulsion-induction 

motors are available in sizes 1 to 3 horse- 
power, in vertical and horizontal types. 


Rex-Airate Home Ventilators 


HE accompanying illustration shows the 
Rex-Airate Summer Comfort Cool- 
ing System marketed by Air Controls, Inc., 
Cleveland, Ohio. 
These systems are splendid low-cost devices 
for keeping homes cool and comfortable in 
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F ., pte grater by electric utility company for approval of sale 
of certain distribution lines and facilities; denied. 


By the Commission: Abington 
Electric Company here asks our ap- 
proval of the sale to Northern Penn- 
sylvania Power Company, for a cash 
consideration of $5,700, of certain 
transmission lines, with related facili- 
ties, located in Lenox township, Sus- 
quehanna county. Lenox township is 
part of the charter territory of North- 
ern Pennsylvania Power Company, 
but not of Abington Electric Com- 
pany, which extended its service into 
said township as adjacent territory 
in the year 1929. Twenty-eight con- 
sumers are served from the transmis- 
sion lines, and would be transferred, 
along with the lines, to Northern 
Pennsylvania Power Company, which 
would buy electric energy from Abing- 


ton Electric Company for serving said 


consumers. It would be unnecessary 
for Northern Pennsylvania Power 
Company to construct additional fa- 
cilities for service to said consumers. 

The present rates of Northern 
Pennsylvania Power Company would 
be applied to said twenty-eight con- 
sumers, with the result that the cost 
of service to fourteen consumers 
would be increased by an estimated 
total of $5.66 a month, and the cost 
of service to the other fourteen con- 
sumers would be decreased by an es- 
timated total of $23.76 a month, mak- 
ing a net decrease of $18.10 a month. 
The increases per consumer are esti- 


¥ 


mated as follows: 7 cents, 9 cents 
15 cents (two consumers), 20 cents, 
25 cents, 40 cents, 42 cents, 49 cents, 
50 cents, 52 cents, 57 cents, 59 cents, 
$1.26. The decreases per consumer 
are estimated as follows: 8 cents, 
10 cents (two consumers), 30 cents, 
35 cents, 45 cents, 70 cents, 85 cents, 
96 cents, $1.23, $2.15, $3.28, $4.90, 
$8.31. It is evident that the few larg. 
er consumers would receive the en- 
tire benefit of the net decrease in rates, 

We should like to see half the con- 
sumers receive a reduction in rates, 
but we cannot approve the increase in 
rates to the other consumers, particu- 
larly since the latter would obtain no 
compensating benefits in the way of 
increased or improved service. We 
must therefore withhold our approval 
of the application. Abington Electric 
Company must take some other ap- 
propriate action to remedy the situa- 
tion created by its extension of service 
beyond its charter territory. 

The matters and things involved in 
the application before us having been 
heard and fully considered, we can- 
not find that the sale to Northern 
Pennsylvania Power Company of cer- 
tain distribution lines and facilities of 
Abington Electric Company located 
in Lenox township, Susquehanna 
county, is necessary or proper for the 
service, accommodation, convenience, 
or safety of the public. 
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Southern California Edison Co. 
Plans $26,000,000 Expenditure 


will be made by Southern California Edi- 
son Company, Ltd., during 1938, for new con- 
struction, operation, maintenance, payrolls and 
taxes, according to a recent announcement. 
This compares with $22,000,000 for these 
items in the 1937 budget. 

New construction for next year will include 
the completion of facilities for bringing 
Boulder Dam power into the Edison system. 
Expenditure of approximately $600,000 for 
completion of the transmission line and $1,- 
130,000 for extension of the Chino station is 
planned. 

The addition to expenditures for Boulder 
transmission lines, other transmission line cost 
and preliminary work in connection with con- 
struction of a new major switching station are 
expected to come to another $1,000,000. 


| ogee of approximately $26,000,000 


Iron Body Globe and Angle 
Valve with Plug Type Disc 


[= body globe and angle valves designed to 
withstand exceptionally severe service are 
being offered by Crane Co., Chicago. The plug 
type disc is made of Crane nickel-alloy and 
the body seat ring of Exelloy, a specially heat- 
treated chromium iron. This combination of 
metals for seating surfaces has been found by 
extensive tests to offer excellent resistance to 
wear, temperature, galling and scoring. In 
addition, these metals are harder, stronger and 
tougher than metals ordinarily used in iron 
valves. 

These valves are recommended for 150- 
pounds steam working pressure and 300- 
pounds on cold water, oil or gas lines. They 
are made in sizes %4 to 3-inch, and also are 
recommended for throttling service. Inter- 
changeability of parts is a feature. 

The stuffing boxes are fitted with a gland 
and filled with high grade packing and may be 
repacked while under pressure when wide 
open. These improved iron body valves are 
identified as 31414-P globe and 316%4-P angle. 


Clamp on Pintype Insulators 


ROVIDED with a clamp for holding the con- 
ductor in position, a line of three pintype in- 
sulators, developed by the Ohio Brass Com- 
pany, Mansfield, Ohio, completely eliminates 
the need for tie wires. In addition to this fea- 
ture, these insulators, known as Clamptops, 
are free from radio interference at voltages 
14 to 3 times normal line to ground voltages. 
A malleable iron casting is cemented into 


the porcelain head of the insulator, and the 
clamp proper rests on two pintles in this cast- 
ing, thus allowing a teeter-totter movement of 
the clamp. Two carriage bolts hold the clamp 
to the casting and secure the keeper piece firm- 
ly over the conductor. With the insulator in 
position, it is only necessary to lay the con- 
ductor in the clamp, place the keeper piece 
over the conductor, slip a lock washer over 
each bolt and tighten the nuts. This procedure, 
requiring but a few seconds, saves the time 
and expense of securing the conductor to the 
insulator head with tie wires. Due to the ab- 
sence of tie wires the resulting installation has 
a neat appearance. 


New Repulsion-Induction 
Single-Phase Motors 


W AGNER Electric Corporation, St. Louis, 
Missouri, has recently developed an im- 
proved line of integral-horsepower type RG 
repulsion-induction motors. These motors 
have electrical characteristics that make them 
desirable for operating air compressors, vis- 


Integral-horsepower Type Motor 


cous liquid pumps, refrigerant compressors, 
conveyors, etc, The salient characteristics of 
the Wagner type RG repulsion-induction 
motor are: 

(1) High starting torque 

(2) Low starting current 

(3) Positive starting on low voltage 

(4) High power-factor 

(5) Excellent efficiency 

The new Wagner _repulsion-induction 

motors are available in sizes 1 to 3 horse- 
power, in vertical and horizontal types, 


Rex-Airate Home Ventilators 


HE accompanying illustration shows the 

Rex-Airate Summer Comfort Cool- 

ing System marketed by Air Controls, Inc., 
Cleveland, Ohio. 

These systems are splendid low-cost devices 

for keeping homes cool and comfortable in 
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the hottest weather, according to the manu- 
facturer. Installed in the attic, out of sight, 
they exhaust the heat of the day and draw 
cool, fresh air through every opened window, 
creating a gentle flow of circulating air in 
every room. 

Rex-Airate systems are all metal con- 
struction and are located over attractive ceil- 
ing shutters. The shutter blades are light 
weight aluminum and are opened by the air 


Summer Comfort Cooling System 


current when unit is started and close tightly 
when unit is stopped. Although traveling at 
low speed these systems move large volumes 
of air quietly. 

It is estimated that each unit, under normal 
operation, consumes from 250-350 KWH per 
season, 


Motor Operator Bulletin 
Now Available 


Kk Manufacturing Company, Co- 
lumbus, Ohio, has recently issued a new 
bulletin (No. 17) which gives a very complete 
description of Kinnear Motor Operators and 
their application on old or new Kinnear Roll- 
ing Doors. A copy of this bulletin may be 
secured, free of charge, from the manufac- 
turer. 


Acco Products 


A MERICAN Chain and Cable Company, 
Bridgeport, Conn., has issued a new con- 
venient reference booklet titled “Acco Prod- 
ucts.” This booklet indexes over 200 different 
Acco Products; gives a breakdown of Acco 
Divisions and the products manufactured by 
each Division; shows a list of sales offices and 
warehouses for speedy handling of orders. 

Conveniently sized (814 x 3% inches) to fit 
in a desk file, this “Acco Products” booklet is 
a good 12-page reference book for purchasing 
agents to use in conjunction with their direc- 
tories of manufacturers. Copies of this book 
may be secured, free of charge, from the 
manufacturer, 
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$1,800,000 Expended by 
Puget Sound Company 


aA expenditure of $1,800,000 for expansion 
and improvement of the Puget Sound 
Power & Light Company’s system during the 
first ten months of this year, and procedure 
with similar work which will add approxi- 
mately $200,000 to that figure by the end of 
this year, has been announced by Frank Mc. 
Laughlin, president of the company. Of the 
$800,000 was applied to extensions of existing 
total expended during the ten-month peri 
lines to serve new customers, 8,431 of whom 
were signed in that period. 

During the same period, Mr. McLaughlin 
stated, 7,713 new major appliances—ranges, 
refrigerators and water heaters—were gold 
and installed. 


Bulletin on Emco Regulators 


HE Pittsburgh Equitable Meter Co., Pitts. 

burgh, Pa., announces the publication of 
its new Bulletin 1036 describing the complete 
line of EMCO gas appliance regulators. The 
booklet shows complete specifications as to 
size, capacity, dimensions, etc., together with 
performance curves. The application for each 
type of regulator is clearly stated. Copies of 
Bulletin 1036 may be secured from the manu- 
facturer. 


Ohio Bell Telephone Plans 
$17,000,000 Improvements 


| i cee ong soe of $17,000,000 throughout Ohio 
by the Ohio Bell Telephone company in 
improvements in equipment and new construc- 
tion work is planned during 1938, Randolph 
Eide, president, announced recently. This is 
about $3,000,000 more than was spent during 
1937, he said. 


Exposition Plans Nearing 
Completion 


eres plans are nearing completion for the 
Fifth International Heating and Ventilat- 
ing Exposition to be held at Grand Central 
Palace, New York, during the week of 
January 24th to 28th, 1938. That the exposi- 
tion will be one of the most successful yet held 
is indicated by the fact that some com- 
panies have signed for exhibit space which will 
occupy three whole floors of Grand Central 
Palace. 

A wide variety of exhibits will feature the 
latest equipment for heating, ventilating and 
air conditioning. 

The Fifth International Heating and Vent- 
lating Exposition is sponsored by the Amen- 
can ~— of Heating and Ventilating Eng- 
neers, and held in conjunction with 
annual meeting. 
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I. CREATIVE ABILITY 
2. SALES ABILITY 
3. SERVICE FACILITY 


are the three ““MUSTS” of successful Advertising 


Medium Management... 


@ Creative Ability —to provide something new, something 
different, something interesting which attracts Buyers. 


@ Sales Ability — to convince Advertisers that both the 
Advertisement and the Medium are well worth the money 


they represent. 


Service Facility —to place, time and control that adver- 
tising to the best interest of the advertiser whether his 
advertising message be addressed to the Neighborhood 


or the Nation — 


A constant experience of nearly 50 years guides 


BaRROon G. COLLIER, INC. 
745 Fifth Avenue, New York 
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Here’s how Architect Geo. F. Sansbury and the Potomac Edison Company 
convince the merchants and property owners of Cumberland, Md., of the 
value of brightly lighted stores. 


A modern store front demands modern illumina- 
tion. And modern illumination means a heavier 
lighting load. There’s a natural tie-up if there 
ever was one... new Pittco Store Fronts and 
modern lighting. 


But to take best advantage of this tie-up... to 
convince prospects in your community of the sound- 
ness of store front modernization with better light- 
ing . .. there’s nothing more valuable than an 
actual example . .. on your own show rooms... 
of just what you mean. 


You talk to a merchant ... . tell him the need for 
modern merchandising methods . . . plug away on 
the idea of a new store front with better lighting. 
And to clinch the argument, you say “Look at our 
own quarters down the street. There’s a new 
front .. . illuminated in the modern manner. We 


practice what we preach .. . because we 
means better business!” 


Put a new Pittco Front on your utility show 
Make them an example of what you preach. & 
when the Pittco Store Front Caravan, 

by Pittsburgh Plate Glass Company, comes toy 
territory, don’t miss it. It shows you 
actual examples of modern store front li 
offers you an opportunity to cooperate 
motional effort that leads directly to more} 
for you. Contact our local branch for d 

the Caravan ... and for any coo ‘io 
fronts you may need in your wor 


o#, PITTS BURGH, 
PLATE GLASS COMPANY @” 
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TRANSFORMERS 


Pennsploania wishes to take this opportunity to 
extend to its manp friends and patrons cordial New 
Dear greetings, and to thank them for their hearty 


support during a successful pear just passed. 


TRANSFORMER CO. 


L7Ole=ISLAND. AVENUE, n.s 


PITTSBURGH ¢ PENNA. 
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H YDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 











|O F-y-m eat 
HAYS Bendin 

APPROVED e? oi WY ved ob bat 
eushiaresistnnie ae EVERY BENL 


SAVES A FITT] 


HAYS MFG. COMPANY, ERIE, PA. 
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bod of Orders—Big Spurt in Christmas Sales—Greet Ahead-of-Time Announce- 
ment of Sensational New 1938 Line of Frigidaire Refrigerators and Ranges 


E FRANCHISE NOW MORE VALUABLE THAN EVER! 
idaire Utilities everywhere are giving a rous- 
ig reception to the newest Frigidaire sensations! 
thusiastically acclaiming the new 1938 Frigid- 
p= with the new Silent Meter-Miser, the new 
Double-Easy” Quickube Trays, and a host of other 
elling” features. Hailing the new Frigidaire Elec- 
fic Range, offering...in every model in every price 
lass... more advanced cooking and baking fea- 
es than any other 2 ranges combined! Gettin 
to make profit-history with the new Frigid- 
Washers, Ironers pe | Water Heaters. 
hnounced early, to enable 
figidaire outlets to get off to 
ying start during the 


q i = y , es - #, TAVEGA 
Youle. do bellor Cam ewer wit, Trigidarte vm OSE! 


Christmas buying season, the new line of Frigid- 
aire products makes the Frigidaire Franchise more 
valuable than ever. For, in addition to having 
wars of marked gp pees Utilities handling 
rigidaire will enjoy the double advantage of hav- 
ing behind them the same sort of hard-hitting 
advertising, result-getting promotions that have 
made the Frigidaire refrigerator the fastest-selling 
in America! 

Frigidaire Utilities are even now on their way 
to setting new selling records! Watch them » 
in 1938, that the Frigidaire Franchise is 

more valuable than ever! 

FRIGIDAIRE DIVISION 
General Motors Sales 
Dayton, Ohio 


f 
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WS > full Size Professional Lz 


Here’s thrilling news! A 
full size, heavy duty Alad- 
din Electric A WELDER 
—only $39.25 with De Luxe 
Accessories! Not a toy, but a 
big. 100-pound man-sized ma- 
chine that welds all weldable 
metals and alloys with amaz- 
ing efficiency, everything from 
east iron parts to light sheet 
metal. A sturdy, welded-steel- 
construction machine, yet grenacnnicn 
easily portable on casters. 3 ae 


WORKS FROM 110-VOLT SOCKET 
Simply plug into any 110 or 220 volt A.C. electric 
socket. Economical—costs only a few pennies an 
hour to use. Often pays for itself or first or 
second job. Can be carried right te outside jobs 
in auto truck or side car. as complete heat 
controls. Anyone can use easily. Instructions for 
doing all kinds of welding jobs included. 

Aon Detalis FREE! 
Send no money! rite today for fascinati 
facts about this new Aladdin ARC WELDE 
with De Luxe Accessories. Aladdin is the ideal 
welder for Public Utility service, maintenance 
and construction work—a highly efficient machine 
GUARANTEED TO MEET ALL CLAIMS, at a 
fraction of the price asked for others—at a sav- 
ing that may amount to several hundred dollars! 
Send today for full details. You are not obligated. 
COMMONWEALTH MFG. CORP. 
4208 Davis Lane Dept. U-70 Cincinnati, Ohie 











HI-PRESSURE CONTACT 


characterize all 


Re LE swircune coun 


The Hi-Pressure contact, a feature originated 
The Railway and Industrial Engineering 
pany, has revolutionized modern switch desigi 
Switch contacts are wiped clean of dirt, corrosi 
metal oxides, etc., with each operation and a cle 
metal to metal contact is assured. 


Pressure is constant, assuring a contact which i 
free from the arcing or spitting which interle 
with proper radio reception. 


The original Hi-Pressure contact switches } 
been giving satisfactory service under all operati 
conditions for many years. 


a N 
RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 
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@ Credited by impartial observers with being 
the biggest forward step in mechanical firing 
developed during the last 10 years, Stowe 
Stokers from Arkansas to Massachusetts are 
demonstrating the many exclusive features 
only they can offer. 

Instead of ramming the burning fuel and 
ashes into piles, retarding draft passage and 
stratifying the gases, as with earlier designs, 
Stowe Stokers maintain the fuel bed at even 
depth, side to side and front to rear, and move 
it toward the ash hopper slower and slower so 
that it does not burn thinner and thinner. 
Draft problems are minimized. Compartmented 


wind boxes and long rear arches are no longer 
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necessary. A simpler, less costly furnace cham- 
ber results. 

Carbon loss in the ash is reduced sometimes 
by a full 50%. More uniform burning over the 
entire grate area, more rapid pickup and the 
ability to handle wide load swings without 
pressure fluctuation, are secured. Stowe Stokers 
have introduced a new era of more efficient and 
more profitable operation through lower steam 
costs. Write for a full de- 
scription and the illustrated 
catalog. It will pay you to 
investigate Stowe Stokers’ 
many exclusive features for 


your plant! 


THE JOHNSTON and JENNINGS CO., 977 Addison Rd., Cleveland, Ohio 
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BECAUSE IT Saving time saves money. 


BY) /3me// BM To drive a new cab-over- 


engine GMC is to experi- 
ence an entirely new traffic ability not found in 
other trucks. Sharper turning, over-car- 
tops vision and shorter over-all length 
facilitate quicker traffic travel. Try it! 


QUALITY AT PRICES LOWER THAN AVERAGE 


Time payments through our own Y. M, A. C. Plan at lowest available rates 


GENERAL MOTORS TRUCKS & TRAILERS 


GENERAL MOTORS TRUCK & COACH 
DIVISION OF 
YELLOW TRUCK & COACH MANUFACTURING COMPANY, PONTIAC, MICH. 
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An Exclusive 
CONNELLY 
Produet 


Write for Bulletin SPONGE 


No. 100-B-I 


There is only one bona fide IRON SPONGE—“The Ace of 
Gas Purifiers”—which is manufactured, patented and sold by 
CONNELLY exclusively. It may have imitators a-plenty, 
but duplicates none. On performance alone, it is secure in its 
supremacy under actual conditions in the purifying boxes— 
prolonged activity, extraordinary capacity, quick recovery 
after fouling, and year ’round economy. Place your orders 
now while good weather permits prompt deliveries. Shipped 
in bulk or bagged—By truck, boat, rail. 


CONNELLY Governor comPANy 


CHICAGO, ILL. New England Representative: T. H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 

















Black & Decker 


PORTABLE ee > ae oe Gs 
TOWSON, MARYLAND 
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CRESCENT 


INSULATED WIRE AND CABL 
Ae 
for Tensile  Streng 


of Rubber ....1 


CRESCENT’S “‘Burea 
of Standards” 


To insure that the combinati 
of ingredients, the mixing and{ 
vulcanization of a rubber ce 
pound are equal to Crescen 
high quality standard, which « 
able the insulation to meet 

most rigid requirements, we si 
ject the rubber compound to 
exacting test for tensile streng 
elongation and set, both beie 
and after accelerated aging. 





Just as other tests certify its ac 
water and wear-resistant qu 

ties, Crescent rubber here pro 

its ability to withstand the 1 
chanical strain to which it iss 

jected during installation and 

eration. 





CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 

MAGNET WIRE | 
PARKWAY CABLE CRESCEN) : 
RUBBER POWER CABLE | EARP TASUALIS @ \p eae oe 
SERVICE ENTRANCE TRENTON,\ gy) NEW JERSEY 


SIGNAL CABLE All types of Building Wire and. all 
VARNISHED CAMBRIC Ast, AKA POEM, ond al 
WEATHERPROOF WIRE Compu igen 














This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 


A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


ublic utilities are welcoming this revolu- 
jonary larger-capacity foam equipment for 
ammable liquid fires. 

e specially designed PHOMAIRE Play 
ipe connects to your hose line (34" to 2!/"). 
hen the water is turned on, PHOMAIDE, 
new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into 
e water stream in the proper proportions 
0 form foam. 

ere are no complicated preliminaries, no 
onfusing adjustments, no moving parts. And 
nly one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demon- 
stration of the Phomaire Unit illustrated at 
the left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


Promaize ns Phgmaide 


SOLUTION 


developed, made and sold by 


«AMlannfacturing Comparly 
én. J 


ATLANTA 
RANSAS CITY 
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REASONS SAYING 
“GIVE THE PL O GRINNELL” 


ADVANCED PLANT FACILITIES 


KNOWLEDGE OF TO-DAY’S 
CONDITIONS 


INTERPRETATION OF IDEAS 
AND PLANS 


THOROUGH TESTING 
EASY, RAPID ERECTION 
ECONOMY IN COST AND LABOR 
DELIVERY ON SCHEDULE 


WORK QUALIFIED FOR 
“@ 
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There’s pipe pioneering in the multiple extruded outlet, 
short 90° bends and complicated structure of the prefabri- 
cated unit shown above. Its specifications were typical of the 
many that bring one answer to the minds of engineers... 
“a job for Grinnell!” 

Grinnell’s advanced plant facilities made this pioneering 
possible. But the engineers who gave us this job reaped 
other benefits. Delivery on schedule. Easy, rapid erection, 
Thorough pretesting. A unit that is insurable. 

The requirements of your prefabricating job may be er 
tirely different from those of the steel company for which 
this unit was built. But whether you want high pressurt, 
low pressure, high temperature or process piping, the advan 
tages at the left should prompt you to say, “Give the plans 
to Grinnell”. . . . Grinnell Company, Inc., Executive Offices: 
Providence, R. I. Branch Offices In Principal Cities. 


GRINNEL 


WHENEVER PIPING 18S INVOLVED 
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le Dug and Post Set 





» fe 


ver a period of six weeks, 
is Cletrac with post hole 
yer, set poles at a cost of 


cents each. 


another installation, the 
yerage cost was 23 cents. 


y hand, the average cost is 
00. 


etracs are built to cut 

sts ... to handle a wide 

iety of equipment that en- 

bles fewer men to do more 

ork and do it better, easier, 

ore profitably. tigation. See your distributor. 
eally fitted to public utility ~ Among the fifteen models from 
ork because of ease of handling, 22 to 94 horsepower, there is the 
rdiness of construction, and right size for every job. Either 
plicity of maintenance, the gasoline, tractor fuel, or Diesel 
etrac warrants thorough inves- powered. 


E CLEVELAND TRACTOR COMPANY + CLEVELAND, OHIO 


Cletrac 


Crawler Tractors 


only tractors with controlled differential steering that keeps both tracks 
ulling at all times . .. on the turn as well as on the straightaway. 
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A Clear View” with 


PERMAFLECTOR RECESSED LIGHTING 


Every merchant is anxious to move the merchandise at the rear 
of his store, as well as the goods at the front. To do this requires 
two things; first, a clear unobstructed view of the entire store; 
second, even distribution of high intensity illumination. 


Permafiector Recessed Lighting is the perfect answer to this 
important merchandising problem. There are no vertical move- 
ments to obstruct the view; and the even distribution of high 
intensity illumination shows each product to its best advantage. 
Sales of all goods are greatly increased, which, of course, results 
in a highly pleased merchant. 


Public Utility Lighting Specialists know that solving a mer- 
chant’s lighting problem is the first step in increasing his monthly 
use of electric service. Let Permaflectors help you make a record 
as a “load builder” for your company. 


PITTSBURGH REFLECTOR COMPANY 
OLIVER BUILDING PITTSBURGH, PENNA. 
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DEPENDABLE 


For three-quarters of a century, the 
Graver Organization has been designing, 
constructing, and erecting every type ard 
size tank and steel vessel for munici- 
palities, public utility and industrial 


companies. 


Whatever your requirements, Graver can 


serve you most efficiently. 


Holder Shell and Cover for Sewage 
Disposal Plant, Madison, Wis. 
NEW “BREATHER” LIME AND SODA 
ROOFS SOFTENERS 


GAS HOLDERS IRON REMOVAL 
TANKS PLANTS 

bere Bag Po gy STERILIZERS 

A ns SETTLERS 
CONDUITS FILTERS for 


Mineral, Taste, 
CAISSONS Color, Odor 


ZEOLITE SOFTENERS Removal 
PIPING, FITTINGS, ACCESSORIES 


Tell us what you need and let us send Literature. 


GRAVER TANK & MFG. CO., INC. 


75 Years of Dependable Service 
New York, N. Y. East Chicago, Ind. Chicago, Ill. Catasauqua, Pa. 


" 





LEFT—35-ft. Graver Gas Tank erected at Nappanee, Ind. 
CENTER—Graver Zeolite Water Sojtener. 
RIGHT—Graver Pressure Filter. 
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Meet the NEW 
CLASSIFICATION of ACCOUNTS 


with punched card accounting 


Now that many accounting structures 
will have to be reorganized to meet the 
Federal Power Classification, an excel- 
lent opportunity is offered to install the 
modern punched card method of ac- 
counting. The speed and efficiency of 
this method have long been accepted. 
Now that changes are required, why not 
investigate the advantages which the 
punched card method brings to all pro- 
cedures? 


Find out how International Electric 
Bookkeeping and Accounting Machines 
“read” the information punched in the 
cards and automatically add, subtract, 
multiply and print the detailed records 
you require. Your nearest International 
representative will be glad to show you 
how and why the punched card method 
will give maximum information in mini- 
mum time, and at minimum cost. Call 
him today. No obligation. 


GENERAL OFFICES: 
270 BROADWAY, NEW YORK, N. Y. 





A 





Consider 


these 


ADVANTAGES 


3 


SPEED. Reports are ob- 
tained in order of impor- 
tance, automatically by 
machine operation. 


FLEXIBILITY. You can 
meet New Classification de- 
mands and still maintain 
your present set-up with 
punched cards. 


ACCURACY. The punched 
cards form a reliable rec- 
ord which is not subject 
to alteration or error. 





{ 





BRANCH OFFICES IN 


PRINCIPAL CITIES OF THE WORLD 


—— 
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TURNING HEAT INTO KILOWATT-HOURS 


Ou the average power system, the in- 


dustrial-motor load is about 12 times 
the industrial-heating load. It is, therefore, 
highly significant that in our Schenectady 
Works, the heating load is about egua/ to 
the motor load. Furthermore, every use we 
have made of electric heat has resulted in a 
better product at a lower over-all cost. In 
every case it has paid so well that we now 
have excess boiler capacity from equipment 
originally installed to furnish steam heat. 


For the industrial, electric heat is profitable 
almost beyond belief. We are demonstrating 
its advantages to manufacturers day after 
day—week after week—in our new indus- 
trial-heating laboratory illustrated above. 
They are returning to their plants with 


samples of their own product heat-treated 
the electric way. And the result is turning 
heat into kilowatt-hours—adding to the 
500,000 kw of G-E industrial-heating equip- 
ment connected to central-station lines dur- 
ing the last five years. (Estimated annual 
revenue, $12,000,000.) 


This business of turning heat into kilowatt- 
hours is fully expressed by General Electric 

-in our factories and laboratories, in our 
advertising and sales, and in our co-opera- 
tive demonstrations. That is because we 
believe that the development of electric 
heat is essential to the future of the elec- 
trical industry. And, of course, our work is 
made possible through your continued pur- 
chases of all types of General Electric 


equipment. 


GENERAL @ ELECTRIC 








A 


ora 





THEIR PURPOS 


To reduce your cost 
| of Distribution 


ERE is a group of products, differing in — 
application, but designed with a com-— 

mon objective in mind—the lowering of elec- — 
trical-distribution costs. 


J-M Electrical Products are offered in the 
belief that the best means to lasting distribu- 
tion economies lie in the installation of mate- 
rials that are in themselves permanent. Min- 
eral in composition, all J-M Electrical Products 
are inherently durable . . . highly fire-resistant, — 
Consider the following: 


TRANSITE CONDUIT, permanent, in- 
combustible and so strong it‘ends need 
for concrete envelopes, cuts installa- 
tion costs and saves on maintenance. 
TRANSITE KORDUCT is the thin- 
walled, economical yet equally perma- 
nent conduit for enclosure in concrete. 
J-M CABLE FIREPROOFING provid- 
ing maximum cable protection at 
minimum cost. Permanently effec- 
tive, easily and economically applied. 
ASBESTOS EBONY, the perfectly 
balanced material for switch- 
boards, switch bases, etc. 


M 


TRANSITE ASBESTOS SHEETS, for 
years the leading fireproof material 


. for switch barriers, fuse boxes, cell 


structures and similar applications. 


All of these products guarantee per- 
manent savings . . . savings that come 
with cheaper installation, reduced 
operating expense, virtual freedom 
from maintenance. Each installation 
aids in effecting notable reductions 
in your distribution investment. For 
complete details, write Johns- 
Manville, 22 East 40th Street, 
New York City. 


Johns-Manville 


ELECTRICAL PRODUCTS — 
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Sangamo Meters 
in as hil and as 
Mountings 


Sangamo modern me- 
ters, whether singlephase 
watthour meters—com- 
bination singlephase watthour meters and time- 
switches, with either single or two-rate regis- 
ters—or two-element watthour meters—all are 
designed for modern "A" and "S" mountings. 


Nodern Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 








AT YOUR De a far El vy i 
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Another Proof of Davey 2uality...ir 1937 
62 More Public Utilities STANDARDIZED ON DAVEY 


With each passing year Davey becomes more firmly established as the standard compressor for 
public utilities’ use. 


The compressor-hydrauger truck of the Dallas Gas Co. is an example of the many efficient 
combinations of equipment made possible by Davey power take-off units. 


DAVEY COMPRESSOR CO., INC. KENT, OHIO 
“The World’s First Air-Cooled Compressor” 
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fel (CW) PRESSED STEEL METER 


Of industry’s three most widely used 
types of fuel, gas, coal and oil, gas alone — 
offers unique savings in addition to its 
Bos 





inherent operating advantages and efficien- 
cies. In the case of storage, no valuable 
space is occupied, there are no annoying 
fire hazard requirements and no increased 
insurance premiums. In handling, gas is 
available at the turn of a valve. No expen- 
sive stoking or firing equipment, heating OR AN Olt 





TANK THIS Ff 
equipment or mixing valves are required. 

Also, the investment in stored fuel is elimi- 

nated, working capital is not tied up and 

payments are made after use, based on 

definite accounting periods. 


This simple easy system of fuel supply 
is dependent upon metering equipment 
developed for this service itself. EMCO 
Meters, developed specifically for industrial 
services, provide the necessary accuracy, 
ruggedness and simplicity. They have 
progressed hand in hand with the growth 
of industrial gas consumption. 


Reprints of this advertisement available to Industrial Sales 
Departments of Gas Companies upon request. 


ITTSBURGH EQUITABLE METER CO. 
MERCO NORDSTROM VALVE CO. 
MAIN OFTICES PITTSBUROH, PA. 


Your (os ANGI ES TU nousTos mEsePrS 
KANSAS CITY cmcaso PMILADELPWLA ATLANTA 
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KEYS... 


@ Dictograph also 
draws to your atten- 
tion its widely used 
general executive sys- 
tem — for internal 
communication _ be- 
tween administrative 
and executive depart- 
ments. These systems 
feature many exclusive 
advantages we will be 
glad to describe. 


to improved public relation 


K. EYS that centralize all information needed in dealing with cust 
on the desk of a Customer Contact Clerk. Keys that permit instan 
voice communication with History Clerks, Service Clerks, Bookkeepers 
other reference departments. Keys that ease congestion, that save ti 
that reduce losses, that increase efficiency ... keys that speed transacti 
and give your customers a new conception of the word SERVICE. 


These are the keys of the Dictograph System of Interior Communicati 
and Control—designed especially for public utility companies. With the 
of this system a Customer Contact Clerk takes care of all personal cont: 
with customers—performs at top efficiency. He never stirs from his desk 
waste time in obtaining reports and information. The flip of a key on 
simple instrument before him puts him in immediate contact with 
wanted reference source. Without the customer being aware of it, Hist 
and Service departments “listen in” on the interview. In a moment's ti 
they are ready to signal by means of red or green lights their approval 
rejection of a service application—or to report by means of the hand 
phone their findings on bill questions, complaints, credit ratings, etc. Eve 
thing is smooth, everything is under control. There are no tiresome wai 
no annoying “asides” among clerks, no discourtesies—the customer goes a 
with a favorable impression of his public utility company. 


In brief this is what the Dictograph System of Interior Conn ti 
can do for you. But you will want all the facts. You will want to k 
for instance, how Dictograph can be operated for still greater efficiency 
conjunction with a nationally-known Filing System. Dictograph has b 
successful over and over again in solving intercommunicating problems s 
as yours. Write today. Learn in detail why Dictograph is the key to i 
proved public relations. 


DICTOGRAPH PRODUCTS CO., INC. 


580 FIFTH AVENUE 
Offices in All Principal Cities Throughout the World 


NEW YORK, N. Y. 


MANUFACTURERS OF PRECISION EQUIPMENT SINCE 1902 
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rsatile 
scomotive 
Crane 


e service that this 
-Belt Type “L,” 
t- wheel, gasoline 
ine operated, revolv- 
locomotive crane is 
dering is typical of 
dependability, econ- 
y and practicability 
e Link-Belt line of 
omotive and crawler 
eS, 
is machine, which 
5 been operating since 
Bl at the Michigan 


chigan City, has in 
at time handled over 
0,000 tons of coal to 





Building Railroad Track 


d from the stock pile. It has also found Link-Belt was first to build a locomotive 
any other uses around the plant, such crane of this type especially designed for 
loading railroad cars with ashes, hand- internal combustion engine drive. 

g sand, hoisting switch yard equipment Send for Book No. 1595. Address Link- 
ch as old circuit breakers, when being Belt Company, Chicago, Indianapolis, Phila- 
paired, building plant track, and other delphia, Atlanta, San Francisco, Toronto. 


ties, 


Offices in principal cities, 7000 


INK-BELT (5) 


LOCOMOTIVE AND CRAWLER CRANES 
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Give the Tough Jobs to 
Industrial Traet 


INTERNATIONAL 


An International TD-40 Diesel TracTracT or cleaning up the right-of-way after the crew has laid the pipe lim, 


International Industrial Tractors are 
the choice when it comes to those hard, 
heavy jobs that call for a lot of action, 
a lot of economy, and a lot of stamina. 
The high regard you find for them 
everywhere is based on their outstand- 
ing performance under the toughest 


kind of conditions. 


Today there are ten International In- 
dustrial Tractors—five wheel and five 
crawler types (gasoline and Diesel)— 


made by _ International Harve 
world’s largest tractor builder. They 
the bill exactly on a variety of j 
and the long list of equipment } 
around them further increases 
usefulness. 

Investigate these economical, m 
units for construction and mainten 
work in the field and for shop 
The nearby International indust 
power dealer or Company-owned b 
will give you complete information 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


180 North Michigan Avenue 


Chicago, Illinois 





INTERNATIONAL HARVESTE 
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There’s only one 
way to buy 


a typewriter! 


Give it=— 


Performance is what counts . . . perform- 
nce under actual working conditions—in 
jour office—with your own operators! Make 
e DESK TEST! Know first-hand the su- 
periorities of an Easy-Writing Royal—see the 
tHer-perfect typing it does, the smooth, 
ffortless way this famous typewriter per- 
orms! Let it prove to your satisfaction that 
Royal is World's No. | Typewriter—and why! 


se deliver 

Copyright 1938 Royal Typewrite: ompany, Inc. “4 FREE DE K 

r eae erisesne to-day FER Beek Ve to me. 

DESK TEST PRED — 

Pill out! Clip! Mail Firm Name ......ccscccecsceseveese vodccnscosore 
day! Or — phone 3 
r local oyal 

entative. 


WORLD’S NO. 1 TYPEWRITER 
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—and what's more, Trident and Lambert inter- 

changeable parts prevent Joss of capital value, 

even after 20 or 30 years of service. Think! "New 

models" will never make your present Tridents and 

Lamberts obsolete—but new improved interchange- 

able parts will fit into place into the old casings 

beeen . next year, or in 1967! A type for every pur- 

OLD. pose. Neptune Meter Co. (Thomson Meter Corp], 

Roehl 50 West 50th St. (Rockefeller Center), New York 

City .. . Neptune Meters, Ltd., 345 Sorauren Ave. 
Toronto, Ontario, Canada. 


TRIDENT 


and Lambert Water Mete 
OVER 6 MILLION MADE AND SOLD THE WORLD OVER... PIONEERS IN METER 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








ary 6, 1938 Public Utilities Fortnightly 71 


ROVE the VALUE of MODERN EQUIPMENT 
with 





For example 


PROVE IT WITH A 
Robertshaw-equipped 


COFFEE URN 


Here's a demonstration that will get you orders 
for complete kitchen modernization. Try it! 

Just ask restaurants to install a Robertshaw 
thermostat at (for example) a coffee urn. Then 
have them check the savings. 

You'll get sales results because. Robertshaw 
thermostats have made fuel savings of 10% to 
25% and more! 

Demonstrations like these plant the seeds of 
complete kitchen modernization. They've actu- 
ally caused whole restaurant chains to replace 
old urns with new Robertshaw-equipped urns, 


ROBERTSHAW THERMOSTAT CO. 


YOUNGWOOD, PA. 


Robertshaw helps you sell 
kitchen modernization in 
ads that go to your pros- 
pects. Take advantage of 
the publicity. Give your 
customers a sample of Rob- 
ertshaw savings. They'll 
like it—and ask for more. 


sth se ae 2532) : 2 There 
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PROFESSIONAL DIRECTORY 





DESIGN 
CONSTRUCTION 
OPERATING COSTS 


CHICAGO PHILADELPHIA 


Ford, Bacon « Davis, 2nc. rx cases 

Engineers Se 
VALUATIONS AND REPORTS 
NEW YORK 


INTANGIBLES 


DALLAS WASHINGTON 








CHICAGO 


NEW YORK 


SANDERSON & PORTER 


ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


SAN FRANCISCO 








NEW YORK, N. Y. 


NEW ORLEANS, LA. 


MARK WOLFF 
Public Utility Consultant 


Investigations, Rate Studies, Valuations, Reports, Expert Testimony 
Corporate Reorganizations 


CHICAGO, ILL. 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 





JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 














EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - bee ange Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 














EDWARD J. CHENEY 


ENGINEER 
Public Utility Problems 


61 BROADWAY NEW YORK 


ROBERT S. RAINS 
Special Consultant 
Accounting—Taxes 


M Building, W: D. C. 
et = ing, M mor meng 

















@ This page is reserved for engineers and en- 
gineering concerns especially equipped by ex- 
perience and trained personnel to serve utilities 
in all matters relating to rate questions, ap- 
praisals, valuations, special reports, investiga- 
tions, design and construction. « « 











SPOONER & MERRILL, INC. 
Consulting Engineers 


Design—Supervision of Construction 
—Reports—Examinations—Valuations 
20 North Wacker Drive Chicago, Ill. 
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RAPID STACK, 
MODEL 1 


Fastest posting equip- 
ment on market. Left 
hand finds record— 
right hand enters in- 
formation. 


Office Executives have defined good management as 
“Sound judgement based on past experience.” This ex- 
perience must be available for rapid, accurate answers 
to hundreds of Who? What? When? Wheve?. How Much? 
questions which arise daily. 


Because Postindex Visible Files give the fastest posting 
and reference facilities on the market today, operating 
executives in increasing numbers, are turning to Postindex 
for solution of their record problems. 


Exclusive Postindex advantages: (1) Patented, self-align- 
ing, trunnion-wire, form-holder gives perfect lay-back to 
forms—prevents build-up; (2) All parts of Postindex 
equipment (except form itself) are metal—nothing to tear 
or break; (3) Form has 4-sides*to write on—double capac- 
ity and utility of single page form; (4) Form is its own 
holder; (5) Offset signalling; (6) Types of files to suit 
the specific use requirement, whatever it may be. 


Write today for complete catalog of Postindex Visible 
Filing Equipment. 





REFERENCE CABINET, 
MODEL 3-B 


Compact, speedy and economical. 


POSTINDEX COMPANY 


JAMESTOWN, N. Y. 
ART METAL 
CONSTRUCTION CO. 


FLAT-BOOK th, 
MODEL 
Greatest capacity im 
Several operators Wi 
record system at of 
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e wheel in a FRIEZEXID is a thin blade coined out of alloy tool steel, 
ammered, heat-treated, assembled in a solid hub. Gives you far more 
uts per wheel. Assures quicker easier cleaner cuts, practically no burr. 
e-inforced cutter housing guaranteed not to break or warp, always cuts 

e. Try one at your Jobber’s. Find out why hundreds of thousands of 
sers take pride in owning the RIGID. For economy 
nd better cutting, buy the better lookingRIEID. 


The Ridge Tool Co., Elyria, Ohio 


RIZAID housings guaranteed against 
break or warp—or we replace free. Entire 
tool of alloy metals guaranteed. Practically 
ends repair expense and nuisance of wrenches 
out of service. 


mice (LD PIPE TOOLS 
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McCLELLAND BARCLAY 
i noted illustrator, says: 
“The 1938 Plymouth’s 
cleahly=flowing lines.. 
its beodyand front- end 
design... make it a 
beaywtiful exaniple of 
| car styling.”’ 


you buyfa car- i 
WHEN check actual prices, then check 
what you get for your money! ’ 
You'll be amazed at how much, x 


Plymouth’s LOW PRICE 


Be sure to DRIVE AND R: hs new. 


1938 Plymouth, Do it soon:..you’ll — 
fascinating new experiencef; 


See your Dedge, De 

—soon! PLYMOUT gt 
CORPORATION, Detroit, Michigan. ~ 
MAJOR BOWES’ AMATEUR HOUR, COLUMBIA 
NETWORK, THURSDAYS, 9T0 10 P.M., E. S.T. 


SEE THE 1938 PLY 


é 


Coupe, $730; C otf e 


Rumble 





